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THE JOURNAL OF 
POLITICAL ECONOMY 


Volume 41 OCTOBER 1933 Number 5 


PRIVATE INVESTMENTS AND INTERNATIONAL POLI- 
TICS IN THE SAAR, 1919-20: ASTUDY OF POLITICO- 
ECONOMIC “PENETRATION” IN A POST-WAR 
PLEBISCITE AREA 


Te Saar Territory is an area of 723 square miles formed 
by the Treaty of Versailles from part of Prussia and a 
bit of the Bavarian Palatinate. It is bounded on the 
north and east by Germany, on the south and west by the (now) 
French province of Lorraine. Legally an artificial unit created by 
the Treaty, the basin derives its economic importance from a coal 
field lying under it which is third in importance in Continental 
Europe, ranking second only to those of the Ruhr and of Silesia. 
The greater part of the coal output from these mines, which were, 
before the war, mostly state mines of Prussia and of Bavaria, is 
used in the area itself in great metallurgical, glass, and pottery 
industries. Owing to the exhaustion of the Saar iron mines, iron 
ore has, since the beginning of the nineteenth century, been large- 
ly imported from Lorraine. The inhabitants of the Saar number 
about 800,000, three-quarters of whom are workers in the mines 
and industries of the region or belong to the families of these 
workers. There can be no doubt that the mass of the population— 
considerably more than 90 per cent—is German in parentage, 
language, and thought." 

* Introductory material in this and the following paragraphs is based on a manu- 


script by Miss Sarah Wambaugh, “Preparations for the Plebiscite in the Saar 
Basin,” which the author has had the advantage of reading. 
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From the ninth century until the end of the World War the 
area was constantly under German rule, with two short interrup- 
tions: the first, from 1680 to 1697, under Louis XIV; and the 
second, from 1793 to 1815, following the French Revolution. A 
claim to the Saar formed no part of the publicly defined war aims 
of the French government. That such an acquisition was, in fact, 
part of its policy became clear, however, with the publication by 
the Bolshevists in November, 1917, of a secret agreement made on 
February 12 of that year between Russia and France by which 
the latter was to be given the Saar coal basin. Studies made by 
French experts in preparation for the Peace Conference recom- 
mended that in taking back Alsace-Lorraine the coal supply 
necessary for the industries of these provinces should be assured 
by also annexing the Saar. M. André Tardieu drew up a memo- 
randum which demanded as a minimum the whole Saar Basin. 
The French claims to the Saar were resisted by the English and 
Americans at Versailles, and at one stage in the negotiations 
President Wilson threatened to leave the Conference. In the end 
a compromise was adopted which provided that, as compensation 
for the destruction of mines in the north of France, Germany was 
to cede to France complete ownership in the coal mines of the 
Saar. In order to assure France all possible facilities for working 
the mines, Germany was further required to turn over the govern- 
ment of the territory to the League of Nations. In 1935, the 
Treaty stipulated, a plebiscite should be taken to determine 
whether the area should return to Germany, go to France, or re- 
main under the rule of the League of Nations. In case of a victory 
for Germany the government of the Reich should be obliged to 
buy back the mines from France. Meanwhile, French money 
might be introduced into circulation, there were to be no tariff 
barriers between France and the Saar, and, after a transition 
period of five years, the Saar Basin was to be completely subject 
to the French customs régime. 

Today, no one, not even among French propagandists, affects 
to believe that the result of the 1935 plebiscite will be a victory for 
France. Some French writers argue that the people of the Saar 
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might be persuaded to vote for retaining their present status 
under the League of Nations, with inclusion in the French cus- 
toms zone, if the economic advantages of so doing were made 
properly clear to them. The Germans predict a 95 per cent victory 
for their cause. 

That is the situation today. Just after the war, however, many 
Frenchmen were confident that the area could be won for France, 
and at least some of them in high positions set out enthusiastically 
to increase French influence in the Saar. In addition, some French 
industrialists had an interest in bringing the metallurgical indus- 
tries of the Territory under the sway of business agreements de- 
signed to limit competition in the French home market, for the 
Peace Treaty abolished the customs frontier between the Saar 
and France. The process by which French private industrial in- 
vestments, impelled by these two motives, were forced into the 
heavy industries of the Saar is the subject of this article. 

When the Allied victory transferred Lorraine from Germany 
back to France, a complex industrial entity based upon the ex- 
change of Saar coal for Lorraine iron was threatened with disrup- 
tion. Saar metallurgists had long owned valuable and important 
properties in Lorraine—mines and industrial plants. By offering 
to accept a minority participation of French capital, certain 
German firms in the Saar attempted to avoid the sequestration 
of their Lorraine holdings by the victors, but the French govern- 
ment apparently had a different plan for maintaining the unity of 
the Saar-Lorraine industrial region. It attempted, so the Germans 
allege, to bring together under French ownership both the former 
German property in Lorraine and that still held by German indus- 
trialists in the Saar, and as a means to this end offered the se- 
questered Lorraine properties for sale on the condition that those 
who would buy a former German metallurgical holding in Lor- 
raine must first acquire a controlling interest in the corresponding 
Saar concern. Interested French groups, of course, thereupon 
made active efforts to buy majority shares in Saar industrial 
establishments, and in this endeavor they received the active sup- 
port of the French government. Of the chief German metal- 
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lurgical firms in the Saar all but one (Réchling) finally had to yield 
under this pressure and accept a 60 per cent French participation 
in the ownership of their businesses.” 

The difficulties in the way of securing accurate and adequate 
information regarding proceedings of this sort are immense. The 
interconnections of politics and finance are not usually found in 
the realm of open covenants openly arrived at, and either crucial 
matters are not committed to writing at all, or the documents 
which would be most revealing to the researcher are carefully 
guarded from the public. I have made an attempt to gather and 
to weigh impartially such information as is available concerning 
the process by which French capital entered Saar industries; but 
since the evidence is not as perfect as might be desired, the reader 
must judge for himself how much confidence can be placed in the 
conclusions. 

The post-war experiences of three outstanding German firms 
in the Saar are first recounted, largely on the basis of information 
furnished by the firms themselves or by those sympathetic with 
them. These are: Stumm Brothers (Gebriider Stumm, G.m.b.H., 
Neunkirchen-Saar), the Réchling firm (Die Réchling’schen Eisen- 
und Stahlwerke, G.m.b.H., Vélklingen-Saar), and the Dillingen 
firm (Aktiengesellschaft der Dillinger Hiittenwerke, Dillingen- 
Saar). Following a brief discussion of the general movement of 
French capital into the Saar and a description of an unusual type 
of “penetration” in the Warndt coal region, such comments as I 
have been able to gather from French sources are presented. My 
own conclusions as to the facts and their significance close the 
article. 

In January, 1919, the properties in Lorraine belonging to the 
firm of Stumm Brothers were seized and placed in sequester by 
the French; thereafter the Saar enterprise had to buy ore from its 


? This statement needs some qualification. The Homburg Iron Works owned by 
the firm of Stumm Brothers took in French capital only to the extent of 40 per cent. 
The Burbach Foundry, property of the Arbed concern, occupied a special position 
due to its Belgian and Luxemburg ownership. Finally, as will be pointed out later, 
many manufacturing establishments and machine shops (German, “‘weiterverarbeit- 
ende Industrie’) remained entirely German. 
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filial in Lorraine as though there were no relation between them.’ 
The first overtures on behalf of a French firm for acquisition of 
an interest in the Saar properties of the Stumm family were made 
in April, 1919. M. Bailly of Nancy called on the Stumm firm, say- 
ing that the fate of the Saar was decided,‘ and that the Stumm 
managers had better look to French participation in their organ- 
ization. Due to the loss of their properties in Lorraine, it seemed 
to the Stumm executives themselves that the business could not 
go on living without some scheme for mutual co-operation with 
the eventual owners of the Lorraine interests. They informed M. 
Bailly, however, that the only terms acceptable to them would be 
a minority participation by French capitalists in their Saar 
establishment, in return for which they would demand a share in 
the ownership of their former holdings in Lorraine. M. Bailly 
said he thought this could be arranged, though he remarked that 
the terms which the French government was demanding were 
less favorable. At this point the Stumm firm agreed with other 
leading German firms to present a united front by refusing to 
negotiate with any French capitalists regarding the sale of 
majority interests in their businesses.‘ 

Shortly thereafter a new discussion with French negotiators 
took place in Frankfort. The Stumm representatives had in- 


3 Uniess otherwise indicated, information regarding the Stumm firm which fol- 
lows is based upon an interview with the general manager for the Stumm family’s 
interests at Neunkirchen, Dr. Deubert, who himself participated actively in the 
negotiations and transactions here described. The events related in the text were 
told to the writer not merely from memory, but with the aid of documents in the 
firm’s files—letters, telegrams, memoranda of conferences dictated at the time, and 
minutes of meetings. As a check on accuracy of reporting, the account which ap- 
pears in the text was later submitted to the general manager in writing and certain 
corrections made. 


4 At that time the Peace Conference was still in session, and it was not yet defi- 
nitely known what the statesmen at Versailles would do with the Saar. 

5 Dr. Fritz Schleifenbaum, Die wirtschafiliche Ueberfremdung der eisenschaffenden 
Industrie des Saargebietes (Berlin, 1928), p. 41, says that all four of the German 
metallurgical firms—Dillingen, Réchling, Rudolph Biécking, and Stumm—agreed 
under no circumstances to make concessions regarding the acceptance of French 
capital without previous consultation among themselves. Dr. Schleifenbaum is the 
son of the former general director of the Dillingen works and presumably writes, 
therefore, from first-hand information. 
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structions to proceed cautiously. The attitude of the Frenchmen 
at this conference was quite different from that of M. Bailly. 
They said his talk was all nonsense, that the French government 
demanded 75 per cent participation by French capital in the 
Saar industry, and that it was useless to resist. Furthermore, the 
German industrialists would not be allowed to share in the owner- 
ship of their former Lorraine properties. The Stumm negotiators 
refused to discuss any such terms, and the French left in indigna- 
tion. 

Next came M. Cammerer, whose brother was connected with the 
French Foreign Office and who negotiated on behalf of the Crédit 
Mobilier and the Société Générale. He was told that before 
Stumm Brothers could consider the sale of a part interest in the 
firm, assurance would be required on three points: first, the 
preservation of some connection between the Lorraine and the 
Saar properties of the Stumm family; second, the limitation of 
the French share in the Saar works to a minority interest; and, 
third, continued independence for the Stumm administration. On 
June 21, 1919, M. Cammerer said that conversation with officials 
in the French Foreign Office had left him with the impression 
that the government did not intend to force French capital into 
the Saar. He had not spoken with M. Loucheur, Minister of 
Industrial Reconstruction in the Liberated Regions, however, and 
the German industrialists remarked that it was the opinion of this 
Ministry and not that of the Foreign Office which was really 
important. 

A few days later the general manager of the Stumm interests 
was summoned for an interview with Commandant Rich, chief of 
the Service Industriel of the French occupying troops in the Saar. 
Rich, according to the report of this manager, delivered a tirade 
at him, riding whip in hand, and threatened to send him over 
the boundary. The Commandant expressed himself as most in- 
dignant over the three conditions of sale which had been laid 
down, said they were brazen and impudent, and declared that the 
French government would require a 66 per cent French participa- 
tion in the Stumm firm. The Stumm representative answered 
that the interested French capitalists themselves had said they 
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would be content with a minority participation and refused to 
yield. 

Still another French group came forward about this time and 
were told that the Stumm family was prepared to accept a 30 per 
cent participation in the Saar if liquidation of the Lorraine proper- 
ties could be avoided. It was obviously to the interest of the 
German owners to make substantial concessions in order to avert 
liquidation in Lorraine (the Lorraine properties finally brought 
at forced sale only about 10 per cent of their peace-time value). 
Furthermore, it was a practical necessity for the Saar industries 
to maintain some sort of vertical integration with the ore mines 
and smelting works of Lorraine; and if the French government in- 
sisted upon liquidating these, then there was no choice for the 
Saar works but to arrive at an agreement with the new French 
owners.° 

It was not particularly important to the French capitalists, on 
the other hand, that they should obtain a majority interest in the 
Saar industrial properties. They were out primarily to do a 
profitable bit of business in buying the Lorraine properties cheap- 
ly. The word had gone around, however, that purchase of Saar- 


owned properties in Lorraine would be permitted only to those 
who also acquired rights to the related Saar works. The French 
capitalists themselves were not eager to expend more than neces- 
sary in the Saar, and, without the insistence of the French govern- 
ment, they would have been satisfied with much less than a 
majority interest.’ Such, at least, was the impression of the 
German industrialists who negotiated with them. 


6 Cf. Schleifenbaum, op. cit., p. 42. 

7 Schleifenbaum, op. cit., p. 46, asserts that an offer made to the Stumm works in 
June, 1919, by a group headed by the Aciéries de Pompey proposed a 60 per cent 
French participation with an option to the German owners to repurchase 20 per 
cent after ratification of the Peace Treaty. There were long negotiations on this 
basis, but they were finally abandoned. “This attempt to circumvent the govern- 
mental demands shows, at any rate, that some of the French capitalists took no 
interest in the economic-imperialistic plans of their Government which aimed at the 
acquisition of active control over Saar industry. They did not wish to invest great 
sums of capital in the Saar, on account of the difficulty in financing such invest- 
ments, if for no other reason. Their capital investments in Saar works were made 
primarily in order to obtain the award of properties being liquidated in Lorraine.” 
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The prospective French purchasers who had approached the 
Stumm managers thus far had been interested, perhaps primarily, 
in handling securities. But in July, 1919, the Massenet group said 
they wanted an interest in Saar steel in order to provide them- 
selves with a sure basis for their manufacturing operations. They 
agreed to be content with a 40 per cent participation in the Stumm 
works in the Saar and to leave the Stumm family a 33} per cent 
interest in the Lorraine portion of their property. They received 
a formal option embodying these terms. Soon afterward, the 
Bessoneau group (Jules Bernard) made inquiries, and perhaps had 
contact with the French government. In any event, Massenet 
shortly raised various objections to the terms of the option and 
demanded changes which the Stumm Brothers considered im- 
possible, including an equal division of stock ownership between 
the two parties. 

After the interview in June, Commandant Rich of the Service 
Industriel de la Sarre had not participated further in the negotia- 
tions, merely keeping himself informed of their progress. In 
October he again called a Stumm manager to his office and ad- 
vised him emphatically to come to an agreement with some 
French group, no matter which. It was folly to resist further. To 
insist upon the conditions which the firm had laid down was going 
too far; it must come to book. The French government demanded 
as a minimum a 60 per cent participation for French capital. 
Early in November there was another interview with Com- 
mandant Rich,’ who said he had just talked to Minister Loucheur. 
The French must have a 60 per cent participation in the Saar steel 
industry. The Peace Treaty would probably go into effect on 
November 21 (it actually did not until the following year); and, 
although it required that coal deliveries be continued to Saar 
industries, there was nothing to prevent the French from shutting 
off the supply of Lorraine ore. In fact, there was an old law in 
France under which the export of ore might be forbidden. All 
steel firms in the Saar which refused to accept a 60 per cent 


® The report to his Board on this interview was dictated by the Stumm general 
manager on November 8. 
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French participation would get no ore. Loucheur had told him 
this, said Rich. 

Meanwhile, pending the ratification of the Peace Treaty, the 
coal mines of the Saar were still under the control of the occupying 
military forces. The morning after this last interview with Com- 
mandant Rich, a confidential phone call from a German mining 
engineer reported to the Stumm firm that orders had gone out to 
stop coal deliveries to their works. There was also difficulty with 
the ore supply, and in November the plant had to be closed down. 
It was during these weeks that the main negotiations with the 
Bessoneau group were going on. 

The last straw was the intelligence that other German indus- 
trial leaders in the Saar also found themselves approaching the 
end of their resistance to French capital participation; so, on 
November 22, 1919, an option on a controlling interest in their 
works at Neunkirchen-Saar was made out by the Stumm repre- 
sentatives to whichever French group should purchase their 
Ueckingen plant in Lorraine at auction. Certain conditions which 
they inserted in the option, notably an attempt to except from 
its provisions a plant for producing special high-grade steel, drew 
denunciations from Commandant Rich, who cursed them as be- 
trayers. On December 5 Rich said he had orders to hold back 
coal deliveries until the terms of the option were altered, and he 
showed a French government letter to that effect. There was 
nothing for the German owners to do but agree; so on December 6 
they signed the final option. Sixty per cent of the capital stock 
was to be sold to Frenchmen.? Commandant Rich was asked to 
certify that in his opinion the option was satisfactory, and did so; 
but he remarked parenthetically that he was not to be considered 
an official representative of the French government.” 

It was thus that the sale of a 60 per cent interest in the Stumm 


* The Stumm interests were allowed to insert certain safeguards in the sale con- 
tract which assured them a voice in the administration of the business. The French 
group was to select one managing director, the German group one, and a third was 
to be chosen by a three-fourths majority. 

* The Stumm managers feel that those who applied the pressure on the firm in- 
tentionally did so in ways which would not leave written proof, especially proof that 
the French government was involved. 
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works at Neunkirchen to a company organized by the Forges et 
Aciéries du Nord et de l’Est came about. Continued operation at 
a loss led in 1926 to another readjustment in ownership. A bank- 
ing combination including the Otto-Wolff group and the Deutsche 
Bank purchased 40 per cent of the shares, the French company 
retaining 20 per cent, and the Stumm family 40 per cent." So 
six years later control passed again into German hands. 

All through the negotiations of 1919 the Stumm firm and the 
German government were in close touch. The Foreign Office in 
particular urged the firm to hold on as long as possible and to re- 
tain as much of its property as possible, for the whole affair was 
looked upon as a political battle. Officials earnestly requested the 
Stumm family above all not to abandon its traditional seat in the 
Saar, since such a withdrawal would inevitably have taken on 
tremendous significance in the minds of the populace, who would 
have interpreted it as a sign that Germany had given them up. 

We turn now to the fate of the Réchling firm, where pressure 
of an entirely different sort was involved. During the war the 
two owners, Robert and Hermann Réchling, had served as 
officers in the German army and had carried out orders for the 
crippling of steel works in the occupied areas of France. Shortly 
after the armistice they were included in a list of “war criminals” 
whose punishment was demanded in France. They were charged 
with having stolen materials and having maliciously damaged 
French factories. Their defense was that they were acting under 
orders to execute measures due to military necessity and hence 
sanctioned by the law of nations. Robert was arrested in Novem- 
ber, 1918, but Hermann, warned in time, got away. Both were 
tried by court-martial at Amiens and found guilty. They were 
sentenced to serve ten years in prison and to pay heavy fines. 
Hermann Réchling, who had escaped detention,” was naturally 
concerned about the fate of his imprisoned brother; and, when 
the diplomatic efforts of the German government and of the 
Vatican failed to effect his release, the Réchling firm informed the 


™ Kilnische Zeitung, February 18, 1929. 
™ He was sentenced in contumaciam. The sentence still hangs over him; he dare 
not enter French territory (1931). 
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Service Industriel that if Robert were freed and the sentence 
against Hermann quashed within a specified time, then the firm 
would yield to French wishes in regard to the participation of 
French capital in the enterprise. An industrial group headed by 
the Aciéries de Longwy had been seeking to obtain part owner- 
ship on the basis of the French governmental demands, but its 
overtures had hitherto been refused.” 

Early in November, 1919, the Réchling firm signed a pre- 
liminary agreement with the Société Lorraine Miniére et Métal- 
lurgique, founded by the Longwy group, in which the French 
company was given an option for the purchase of a 60 per cent 
participation in the Saar works at a price of seventy million 
francs. Certain portions of the plant devoted to the production 
of special grades of steel were excluded from the option, however, 
and the validity of the whole was made dependent upon the re- 
lease of Robert Réchling and the quashing of the proceedings 
against both brothers. The Société Lorraine simultaneously 
handed in a bid for the Réchling properties which were undergoing 
liquidation along with other German possessions in Lorraine. 
This arrangement did not meet the approval of the French gov- 
ernment. On December 5, the Réchling firm was informed 
through the Service Industriel that control over the entire works 
must be transferred to French capitalists and that the conditions 
regarding Robert and Hermann Réchling could not be fulfilled.” 

It was primarily the detention of Robert Réchling which in- 
duced the firm to continue the negotiations.** Upon its declara- 


% Schleifenbaum, op. cit., pp. 59-64. ™ Ibid. 


*S Schleifenbaum, op. cit., pp. 59-64, writes that the economic pressure on Réich- 
ling could not be made so severe as on the Stumm firm for the reason that the 
Réchling works supplied gas to Saarbriicken, which necessitated coal deliveries, and 
that Réchling had personal relations which helped his firm to get ore. These state- 
ments are described as inaccurate by the firm itself, which informs the writer that 
the French were under no necessity to treat it with consideration. Nevertheless, the 
firm says that it made known to the French as emphatically as it could at the time 
that “Réchling would never consider accepting the participation in question were 
it not for the fact that Mr. Robert Réchling [at the instigation of the then minister, 
Loucheur] was under French arrest.” (Statement from the Réchling firm communi- 
cated to the writer through Dr. W. Cartellieri, director of the Saar Economic Ar- 
chives, Chamber of Commerce [Handelskammer] of Saarbriicken.) 
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tion that it was ready to accept a 35 per cent participation in 
those portions of its works from which it had previously sought to 
exclude French ownership altogether a new bargain was struck 
and a new option granted. This option contained the same condi- 
tions as to Robert and Hermann Rdéchling as before, expressed in 
the following terms:”® 

This agreement is binding on the Réchling Iron and Steel Works only in 
case, by August 31st, 1920, the “non Lieu” for Messrs. Robert and Hermann 
Réchling has been pronounced, Robert Réchling has been permanently re- 
leased, and all further proceedings of any kind against members of the 
Réchling family by the French government have been dropped. 
The French government is said to have expressed itself as satis- 
fied with the new option,” and the Lorraine properties of the 
Réchlings were awarded to the Société Lorraine for 34,150,000 
francs."* Meanwhile, the French government initiated a new trial 
of Robert Réchling, and he was acquitted. He was released from 
prison in Nancy in October, 1920. The French government then 
demanded that Hermann Réchling present himself before a court 
at Amiens in order to have the sentence against him annulled, but 
this he refused to do, insisting instead that the government should 
obtain the necessary court decree on its own initiative and thus 


“repair the injury to justice.’””’ When this was not done within the 
time limit” specified in the option agreement with the French 
industrialists, Réchling declared his firm no longer bound by its 
terms. Furthermore, during the long delay due to these proceed- 
ings, the depression of 1920 had begun and had so affected the 
iron industry that the Société Lorraine no longer regarded par- 
ticipation in the Réchling works as advantageous.” The Réch- 


6 My translation of the German text supplied by the Réchling firm through the 
channel mentioned in the preceding note. This was Article 7 of the option. 

7 Schleifenbaum, of. cit., p. 61. 

8 In preparation for carrying out its portion of the agreement, the Réchling firm 
transformed itself into a holding company and divided the Saar works between two 
newly-formed subsidiaries. (Jbid.) 

*» The limit mentioned in the article of the agreement quoted above seems to 
have been extended somewhat. (Cf. ibid., p. 61.) 

2° Special circumstances made the crisis particularly severe for Saar industries. 
The Réchling firm is reported to have lost 58,300,000 marks from January to May, 
1921. (Ibid., p. 62, footnote.) 





PRIVATE INVESTMENTS AND INTERNATIONAL POLITICS 589 


ling family, therefore, half on a legal technicality and half by acci- 
dent, succeeded in retaining possession of its Saar interests.” 
The third enterprise to be examined is the Dillingen foundry, 
which had less chance than other plants in the Saar to remain 
German, for even in 1914 some 43 per cent of its capital stock had 
been owned by French shareholders.” Dispossessed during the 
war, they were restored to their rights with the conclusion of 
peace. These French stockholders organized themselves into a 
syndicate and requested the French government to cancel the 
sequestration and liquidation proceedings under way in Lorraine 
so far as the possessions of the Dillingen company were con- 
cerned, pointing out that the disruption of the vertical combina- 
tion which bound the Saar and Lorraine works together would in- 
jure important French capital interests. The French government 
answered that it would abstain from liquidating the Lorraine 
properties of the Dillingen firm only if 75 per cent of its capital 
stock were found to be in the hands of French citizens. The 
French group now asked the German group to sell at least enough 
of its stock to fulfil this condition and even stood ready to buy 
the entire German holding. Though the terms of sale proposed 
were not disadvantageous, the German owners “regarded the 
fight against foreign control nevertheless as a self-evident na- 
tional duty and therefore rejected the French proposal.’’** The 
French group now endeavored quietly to buy up enough stock in 
small parcels to gain control and thereby raised its participation 
to 44 per cent. The Germans then saw the danger that a few 
additional purchases might give absolute administrative control 
to the French capitalists; they tried to avoid this contingency by 
offering to allow the French a 50 per cent interest on condition 
that the corporation’s statutes be amended to prevent complete 


* The Réchling firm claims that from 1919 to 1924 a secret rebate of 3 to 5 per 
cent was accorded by the French coal mines to its competitors. (Interview with Dr. 
Rupp, secretary to Kommerzienrat Hermann Réchling. Also H. S. Weber, Der 
Kampf um die Saar (Berlin, 1928], p. 89.) 

*2 Schleifenbaum, op. cit., pp. 43-49, 56-59. The account given by Schleifenbaum, 
who as son of a former general director may be presumed to have had access to re- 
liable information regarding the Dillingen firm, is followed throughout this section. 

% Ibid., p. 44. 
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control by either group. These negotiations broke down also. At 
a conference on August 5, 1919, the German and French stock- 
holders agreed on a proposal to the French government under 
which the majority would be in the hands of French and “Saar” 
citizens, but the Minister of Reconstruction, Loucheur, declared 
that no such arrangement would be acceptable. The French gov- 
ernment was determined to proceed with the liquidation in Lor- 
raine unless the absolute control of the Dillingen firm were in 
French hands. 

Finally the German group yielded and agreed to raise the 
French participation to 60 per cent—still on condition, however, 
that certain statutory changes be made in order to prevent the 
Germans from being deprived of all voice in the administration 
of the enterprise. With this the French capitalists declared them- 
selves satisfied. These qualifications were to be treated as confi- 
dential, however, since they plainly violated the requirements laid 
down by the French government. On this basis an option was 
signed, and the French group agreed to lengthen the terms in office 
of certain German directors. Nevertheless, political and business 
causes brought about a conflict between the French and German 
groups early in 1921. The French government saw certain po- 
litical objectives—particularly the introduction of wage payment 
in francs—endangered by the incomplete administrative control 
of the Dillingen firm. Loucheur thereupon demanded that the 
French group dismiss the German general director and replace 
him by a Frenchman. He threatened reprisals not only against 
the Dillingen firm but also against other enterprises in France 
owned by these French stockholders. The result, of course, was 
the assumption of complete administrative control by the 
French.” 

We have now examined in detail the methods employed in the 
three most important and interesting cases connected with the 
post-war French capital penetration of heavy industry in the 
Saar: the pressure on the Stumm, the Réchling, and the Dillingen 
firms. The extent of post-war “Ueberfremdung,” as German writ- 
ers call it, by French capital in the minor industries of the Saar 

“4 Ibid., p. 59. 
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need be only briefly outlined. The Dingler-Karcher steel manu- 
facturing works at Saarbriicken became French to the extent of 
60 per cent of its capital, but was later repurchased by Germans. 
The Ehrhardt and Sehmer machine factory had a similar history; 
first it became 60 per cent French, then, after several reorganiza- 
tions, found itself in German hands again. Several other firms, 
like the Agricultural Machinery Company and the Mannesmann 
Tube Works, came and remained under the majority control of 
the French. On the other hand, a considerable number of machine 
factories and metal works succeeded in pulling through without 
the necessity of taking in French capital at all: the Seibert 
structural steel and bridge works, the Heckel wire factory, the 
Karcher, Roth, and Company screw factory, and others.* In 
the glass industry, those plants manufacturing sheet glass re- 
mained under purely German ownership, but several bottle- 
making firms passed into the possession of French capitalists. 
Two organizations in the electrical industry were temporarily in 
French hands, but by the end of 1926 had become German again. 
Attempts of French firms to establish themselves in the retail 
trade of the Saar have been few; the number of French wholesale 
branches is somewhat greater, but, in general, the trade of the 
district has throughout remained German. French capital did not 
penetrate into the old established banking institutions of the 
Saar, but a number of French banks established branches in the 
Territory.” 

It is not suggested, of course, that French capital in all these 
cases was pushed into the Saar Territory and its acceptance 
forced upon German firms with the aid of governmental pressure. 
After all, thesame economicforces which induced a tremendous flow 
of foreign capital into other industrial sections of Germany were 
operative in the Saar. A large part of the French capital invasion 
took place during the depreciation of the mark. Furthermore, 


*s Kilnische Zeitung, March 31, 1929. See also an article by Dr. Fritz Schmidt, 
“Frankreichs Kapitalanteil an der Saarwirtschaft,” in the Rheinischer Beobachter, 
VIII (June, 1929), pp. 174-79. 

* Ibid. Germans accuse the Governing Commission, by deposit of its funds and 
in other ways, of unduly favoring the French banks. 
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there were certain special economic factors at work, such as long- 
standing connections between the economic life of the Saar and 
of Lorraine. Likewise very important, however, were certain ef- 
fects of the political situation upon the economic life and prospects 
of the Saar; these constituted a general, but none the less power- 
ful, pressure in support of the ““Ueberfremdung” by French capital. 
First of all, there seemed to be some prospect in the beginning that 
the Saar Territory would become permanently French. Again, 
the governing authorities introduced French francs as the medium 
of exchange, and this doubtless encouraged French investors. 
More important still, not only did the Peace Treaty establish 
freedom of trade between the Saar district and France, but it 
raised the prospect that after a five-year transition period the 
Saar would constitute an integral part of the French customs 
system. This meant a shift in markets for Saar products. The 
German owners of Saar industries were faced by the prospect of 
finding themselves outside the German tariff wall and therefore 
cut off from old markets in Germany. Industrialists in France 
anticipated costly competition within their national preserves 
from these newly admitted outsiders, who must therefore be 
brought into their production-quota and price-fixing schemes. 
The resulting pressure on the Germans to sell and on the French 
to buy is obvious. 

As a matter of fact, the influence of German and French indus- 
trialists interested in the Saar on their respective governments 
brought about special Franco-German agreements in 1925, 1926, 
and 1928 which modified the customs provisions relating to the 
Saar in the Treaty and permitted continued exports to Germany.” 
This change in the customs prospects of the region, coupled with 
recovery of economic strength in Germany after the passing of 

27R. Martin, “Die zollpolitische Lage des Saargebietes,” in Lebensfragen der 
Saarwirtschaft, published by the Handelskammer of Saarbriicken, August, 1929. 

The German Saar industrialists went to Berlin and said, “We are Germans, 
after all. Let us export into Germany, even though it does cause competition.” 
The French Saar interests said in Paris, “We know we are asking for an alteration in 
the Treaty of Versailles, but we need the German market in order to live and in 


order not to compete disastrously with French industry at home.” (Interview with 
M. Drouard, secretary-general of the Chambre de Commerce Franco-Sarroise, 


Saarbriicken.) 
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the inflation crisis and the gradual perception by everybody con- 
cerned that a German victory in the plebiscite of 1935 was a 
foregone conclusion, turned the tide of capital movements in the 
Saar. By the end of 1926, as we have seen, many of the firms 
which had passed into French control were again in German 
hands. A very considerable amount of French capital remains 
invested in the Saar District, however.” 

Germans who have written about the penetration of French 
capital into the Saar, and especially about the pressure applied to 
the greatest German metallurgical firms under the military adminis- 
tration in 1919-20, see behind it definite political intentions—a 
conscious attempt by the French to link the economic life of the 
Saar definitely with France and thus (as well as through French 
schools established for the children of workers and by other propa- 
ganda means) to influence the plebiscite of 1935.” In their first 


+8 “The interested parties estimate their holdings at a total figure of 350 million 
gold francs, or about 1,750 million francs. If it be taken into account that the Saar 
Mines are in a sense an enterprise with exclusively French capital, it can be calcu- 
lated that 60 per cent of the industrial wealth of the Saar is French.” (M. Drouard, 
L’union Douaniére Franco-Sarroise, pp. 4-5, in the series “Union Douaniére Euro- 
péenne, Etudes Documentaires,” No. 12, December, 1930. 

9 “All in all,” concludes an article in the Kélnische Zeitung (March 31, 1929), 
“the situation still remains such today that French capital, even after the receding 
movement, has a downright determining influence in the Saar District, which is 
made still stronger by the currency and customs tie with France Now, ia 
truth, it is the characteristic fate of the whole German economy that everywhere 
foreign capital has large interests, and no political objections can be raised on that 
score. In a boundary territory, however, this question takes on quite another mean- 
ing, especially when foreign capital interests have reached such an extent as they 
have in the Saar. That an attempt will be made at the time of the plebiscite to take 
full advantage of the artificially created economic dependence of the Saar District 
on France, especially the dependence of large groups of employees, is beyond ques- 
tion. One may say that these efforts will not be successful. Nevertheless, it seems 
desirable to us that the reverse movement of French capital proceed still further, 
even before the reincorporation of the District by Germany.” 

In a similar sense, an article in Wirtschaftsdienst (Hamburg, October 9, 1923): 
“The French intentions regarding the Saar District were mainly of a political char- 
acter. The attempted economic separation from Germany was to be followed by a 
political separation. The incorporation of the Saar District in the French economic 
sphere was designed to bring that Territory, connected by economic interests with 
France, to attach itself politically to France also.” 

One more quotation, out of hundreds that might be added, is from the Deutsche 
Bergwerks-Zeitung (Diisseldorf, November 3, 1929): The French metallurgical in- 
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energetic campaign just after the war, say the Germans, the 
French in the Saar believed that economic and cultural penetra- 
tion might be effective enough in the course of fifteen years to 
bring the Territory permanently into the French fold at the 
plebiscite. This view was at length abandoned, and now the hope 
of certain French nationalists is to persuade the population to 
vote for retaining its League of Nations status and economic 
union with France.” A new alarm has lately arisen in the German 
camp. It is feared that the French are preparing to fight a diplo- 
matic battle to detach certain portions of the Saar at the time of 
the plebiscite,* and developments in a corner of the District 
called the Warndt inspire that apprehension. These developments 
are sufficiently interesting as a novel example of economic “pene- 
tration” in the most literal sense of the word to warrant brief 
statement here. 

The Warndt, which borders on Lorraine, still remains relatively 
undefaced by industry, though under its peaceful woods and 
meadows lies an extremely valuable bed of coal. The German 
mining administration had regarded it as a reserve for the future. 
The French, exercising their rights under the Treaty of Versailles, 
have given long leases on portions of the Warndt to two French 
companies, the Sarre et Moselle and the de Wendel firms. The 
Sarre et Moselle company—and this is the point which arouses 
indignation and apprehension in German quarters—has erected 
its surface works and sunk its shaft in Lorraine just a few yards 
from the boundary and has tunneled underground into the 
Warndt, extracting Saar coal. Likewise, de Wendel removes coal 
under the boundary, bringing it to the surface in Lorraine. The 
Saar coal so mined appears in the French statistics as mined in 
France, and the director-general of the French mining administra- 
tion in the Saar has publicly referred to the resulting situation as, 


vestments at the end of the war in the Saar were made “at the instigation of the 
government, with the intention of industrial penetration for the purpose of exerting 
pressure in connection with the future plebiscite.” 

3% See below quotations from French periodicals. 

3 The Treaty does not specify clearly whether the whole Saar District is to be 
awarded to one side or the other in accordance with the results of the entire plebis- 
cite, or whether it may be awarded in sections. 
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“from the narrow point of view of the operation of the mines, a 
sort of rectification of the frontier.”’* 

What is the meaning of this singular procedure? Is it that the 
French firms, foreseeing the return of the Saar to Germany in 
1935, want their above-ground buildings and equipment in 
France so that they may be used after that date in working that 
portion of the coal bed which extends over into Lorraine? Or is 
it an attempt to extract as much as possible of the reserve coal 
before 1935, presumably without erecting any improvements 
which would have to be left in the Saar District?** Certain Ger- 
mans, among them the eminent international lawyer and member 
of the World Court, Professor Walter Schiicking, of Kiel, are con- 
vinced that there is a subtler motive. Efforts are being made, Pro- 
fessor Schiicking writes in the Frankfurter Zeitung,* to bind the 
Saar District and France together economically in such a form 
that French delegates at international negotiations on the Saar 
can profess the impossibility of breaking these connections and 
can work for some sort of special agreement on the subject more 
favorable to France than outright return of the District to 
Germany.*s Still another element in the situation is the fact that 


a few of the outlying, thinly-settled districts of the Saar, like the 
Warndt, are the only ones where the French can hope to make 
any showing at all in the plebiscite. Now, what if the votes in the 


3 “Par la suite, l’Etat francais a consenti deux autres amodiations. II s’agit de 
gisements vierges, situés le long de la frontiére franco-sarroise, 4 exploiter au moyen 
de puits situés en France des mines de Sarre et Moselle et de Petite-Rosselle. C’est, 
au point de vue étroit de l’exploitation des mines, une sorte de rectification de 
frontiére, et le charbon sorti en France de ces deux amodiations est considéré par les 
statistiques comme provenant de France.” (M. Defline, Directeur-général des 
Mines de la Sarre, before the Congrés Economique Franco-Sarrois, October 11 and 
12, 1927, printed in L’Union Economique de l’ Est [Nancy, November 15, 1927].) 

% Kommerzienrat Dr. Hermann Réchling, in an article on “(Der Saarbergbau,” 
in Die deutsche Bergwirtschaft der Gegenwart. 

4 May 15, 1930. 

5 Following this general policy, continues Professor Schiicking, the Warndt 
leases on the border were made “. . . . with the ultimate purpose, going on beyond 
the provisions of the Versailles Treaty, of bringing the Saar District into such a close- 
knit economic relationship with France that perhaps in spite of everything this can 
be transformed into a political relationship in 1935.” He goes on to argue that the 
ninety-nine year lease to the Société de Sarre et Moselle, and particularly the act 
of tunneling under the international boundary, is unjustified by international law. 
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plebiscite were to be counted by districts, with the possibility of a 
part of the Territory being awarded to Germany and a part going 
to France or being given some special status under the League of 
Nations? The typical answer which the writer received when he 
questioned informed Frenchmen in the Saar about the Warndt 
situation was that German suspicions are entirely unfounded, 
that no significance at all attaches to the boundary mines, and 
that, since the Treaty of Versailles transfers complete property 
rights in the Saar coal fields to France, France has a perfect right 
to lease the fields and to allow the owners of leases to sink their 
shafts where they please. 

What do the French in the Saar have to say concerning the 
previous allegations reviewed in this article, particularly with 
reference to the methods employed just after the war for gaining 
control of heavy industry? The writer talked at Saarbriicken with 
a number of Frenchmen prominently connected with the indus- 
trial life of the region, among them a high official of the Ad- 
ministration des Mines, two men actively engaged in the man- 
agement of metallurgical interests, and the secretary-general of 
the Chambre de Commerce Franco-Sarroise. Only one of these 
was willing to accept the view that pressure had been exercised 
by the government to get French capital into the Saar. One of 
the government’s means of encouraging its capitalists to enter, 
said he, had been to make it as cheap as possible for them to buy, 
and this was done through the control of coal. The others denied 
that pressure of this sort had ever been used on the German firms” 
and emphasized purely economic aspects of the situation which 
had made the Germans want to sell and the French want to buy. 


3% It should also be said that copies of this article in manuscript form were ad- 
dressed to M. Louis Loucheur, former Minister of Industrial Reconstruction in the 
Liberated Regions, and to the secretary-general of the Chambre de Commerce 
Franco-Sarroise with a request for corrections of fact or comment on the interpreta- 
tion of the facts. Shortly after the copies were dispatched the death of M. Loucheur 
occurred. No answer was received from the Chambre de Commerce Franco-Sarroise. 

# The fact that Réchling and other German firms never did admit French capital 
and nevertheless kept on working was cited as proof that the French did not use 
their control of coal to apply pressure. It was also remarked to the writer, “If the 
French had wanted to put pressure on German industries what necessity was there 
for doing it through coal? All that was needed at any time was a prohibition on ore 
export from Lorraine.” The German allegations in general were branded as the 
stories of ardent propagandists. 
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Just after the war the Germans felt that the Saar was lost, say 
the Frenchmen whom the writer had the opportunity of inter- 
viewing. They knew that if the French adopted the same meth- 
ods that they themselves would have employed in a similar case, 
there would be no chance for German industries.* Therefore, the 
German industrialists sought to get out and to save themselves 
as best they could. They were glad to sell. Even if they intended 
to remain they needed French connections in order to find a 
market in France. Réchling occupied a special position; his was 
an old family long attached to the Saar, and his firm was impelled 
by sentimental, political considerations to hold on. 

The French metallurgical industry, on the other hand, which 
was solidly organized within France, saw the Saar works being 
brought inside the French tariff wall to offer competition and, 
perhaps, to upset their system. They naturally wanted to control 
the Saar production, as well as that within France, under their 
quota arrangements. Hence, the buying of interests in the Ger- 
man industries of the Saar was a matter of price protection for 
the internal market from the standpoint of the French metal- 
lurgists. “There is often a tendency to see some huge, general 
plan back of transactions like the buying of Saar industries by 
French capital and their later repurchase by Germans,” con- 
cluded one of the Frenchmen interviewed. “Really, each transac- 
tion was an affair in itself, with economic, profit-seeking motives 
back of it. Frenchmen and Germans are even able to unite for 
such purposes.’’? As for the part played by the French govern- 
ment in the capital transactions in the Saar after the war, it con- 
sisted entirely of moral influence. The government, which means 
the Ministry of Reconstruction headed by M. Loucheur, merely 
counseled and advised French industralists to buy control of 


3% It was remarked to the writer in different interviews in almost the same words, 
“The Germans imagine all these things, because it is exactly what they would have 
done.” 

3 When the Germans bought back French interests in many of the Saar firms 
after about 1925, the French protected themselves against the danger which had 
originally induced them to buy. International steel agreements were signed which 
embodied certain clauses limiting the amount of steel which Saar firms were to sell 
in France. (M. Drouard, interview, and his article, “L’Union Douaniére Franco- 
Sarroise,” cited above.) 
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German firms in the Saar, pointing out that this was necessary 
for their own protection against price competition. 

In other words, the French position is that the new orientation 
of Saar economy after the war and under the Treaty of Versailles 
was such that it had as a result the movement of French capital 
into the region. French capital was not pushed in as a means to 
a political end, but came instead for business reasons which arose, 
it is true, partly out of a political situation.” 

Now that I have presented the best evidence which it seems 


# One finds, indeed, in some portions of the French press the definite affirmation 
that French capital was invested in the Saar at the instance of the government. The 
industrial organ, La Journée Industrielle, for example, has put the matter as follows: 

“After the armistice numerous groups of French financiers and industrialists, 
often at the request of public authorities [souvent d la demande des pouvoirs publics}, 
acquired important interests in various Saar enterprises.” (January 10, 1928.) 

And again: “When the Treaty of Versailles . . . . set up the Saar Territory and 
accorded to France the ownership of the mines, the French government, with the 
understandable object of consolidating its position in a provisional territory where it 
had such great interests, asked French industrialists to go into the Saar and invest 
considerable sums of capital there [demanda aux industriels francais d’aller dans la 
Sarre et d’y investir d’importants capitaux].”” (October 14, 1927.) 

Likewise, a member of the French Senate, writing in the Revue Politique et Parle- 
mentaire, expresses himself thus: 

“Following the Treaty of Peace the mines and steel plants of Lorraine were 
liquidated to the profit of French companies, and a considerable amount of French 
capital was engaged at the instigation of the French government [d /’instigation du 
gouvernement francais), in the principal steel companies of the Saar, with the excep- 
tion of that of Réchling.” (Frédéric Eccard, Sénateur du Bas-Rhin, “L’aspect 
économique du probléme sarrois,” Rev. Pol. et Parl., November, 1930, pp. 169-84.) 

In evaluating statements such as these, however, one must remember that there 
has been talk in recent years of returning the Saar to Germany by special agreement 
without waiting for the plebiscite of 1935. There is a natural tendency, therefore, 
on the part of those French circles with interests in the Saar which might be injured 
by the sudden re-establishment of a customs boundary between the Saar and 
France, to emphasize the government’s réle in their original entry. Perhaps still 
more important is the desire of French industries in the Saar to obtain favorable 
railway rates on their shipments in France. “We came in as a favor to the govern- 
ment; we must be fairly treated now,” runs the argument. An instance of this sort 
is afforded by one of the articles quoted above from La Journée Industrielle (October 
14, 1927, reporting the speech of M. Puech, president of an economic congress held 
at Saarbriicken). It complains of the political uncertainty in the Saar and continues: 
“Les industriels et les commercants francais de la Sarre expriment avec discrétion leur 
malaise, mais trop de signes peuvent leur faire craindre qu’on cesse de les soutenir dans 
leur réle d’ambassadeurs bénévoles.” 

Extreme nationalists who oppose on principle any concession whatever by their 
country and stand for an aggressive policy in the Saar make use of similar arguments. 
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possible for an outsider to obtain (without, however, having avail- 
able the resources which a really searching inquiry would de- 
mand), and have stated the allegations of the Germans and the 
replies of the French, I set down the conclusions which can be 
drawn. On the factual questions involved, my opinion is that 
there can be little doubt about the validity of the following 
findings: 

1. French capital did enter the Saar Territory in large amounts 
after the war, replacing German capital and in many instances 
obtaining a controlling influence over important firms, particular- 
ly in the iron and steel industry. A reverse movement set in 
about 1925. 

2. Economic factors resulting from the new situation of the 
Saar under the Peace Treaty go a long way toward explaining the 
movement of French capital into the Saar and are sufficient to 
explain most of it in its entirety. Nevertheless, the French gov- 
ernment was more than a passive observer; it certainly advised 
and counseled its capitalists to enter the Saar, probably requested 
some of them do so, and probably induced others to enter who 
would not have done so otherwise (by means of conditions at- 
ached to the purchase of sequestered Lorraine properties, for 
example). 

3. In addition to the general economic pressure resulting from 
the changed situation of the Saar and the uncertainty of its 
future, very specific pressure backed up by threats and actual 
interference with necessary supplies was exerted upon certain of 
the most important German firms in the Saar in order to force 
them to sell a majority of their share capital to French buyers. 
This pressure was applied through the Service Industriel of the 
French occupying military force, with the knowledge and prob- 
ably at the instance of the Minister of Industrial Reconstruction 
in the Liberated Regions at Paris. The pressure referred to oc- 
curred in 1919 and the early months of 1920. There is no evidence 
that it lasted longer, nor that such methods were employed after 
the military occupation was terminated, the Peace Treaty put into 
force, and the League of Nations Governing Commission set up. 

The evidence on which these conclusions are based has already 
been presented. Even in the face of denial, the extremely detailed 
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and specific nature of such testimony as that supplied to the 
writer by the manager of the Stumm interests carries much 
weight. Two other considerations tend to support the factual 
conclusions stated above: In the first place, what we know of the 
psychology of nationalism and of its various manifestations after 
the Great War makes them seem plausible. In the second place, 
they accord with what we know of the reciprocal relations be- 
tween the foreign policies of national governments and the invest- 
ments of their capitalists, especially in France, especially in the 
metallurgical industries, and especially under the influence of war 
psychology. 

Final decision on the meaning of the Warndt operations must 
be reserved. They may have no special significance, as the French 
say, or they may be very important, as the Germans fear. In the 
latter case they present a unique and interesting example of the 
ways in which economic tools may be used to further the politico- 
economic purposes of governments. In any event, they would 
seem to be peculiar enough on their face to warrant the careful 
scrutiny of neutral observers and particularly of League of Na- 
tions officials charged with the duty of preparing for the ple- 
biscite of 1935. 

A word on the interpretation of what has taken place in the 
Saar. An example of economic “penetration”’ it clearly is, but is it 
an example of: (1) the influence of private profit-seeking investors 
on the foreign policies of a government? or (2) the influence on 
private investments of a government with certain national pur- 
poses to promote? In truth, the two often go hand in hand, and 
in the Saar episode there seems to be something of each. My 
opinion, however, is that in the present instance the use of pres- 
sure on the German firms to force them to sell partakes more of 
(2) than of (1). Patriotic officials were out to consolidate the 


# The question of what influence lay behind the French demand for the Saar at 
the Peace Conference is not being discussed here. Some think that French indus- 
trialists pressed for the taking over of the Saar in order to be able to buy the German 
industries cheaply and that M. André Tardieu was the mouthpiece of this group. 
Aside from the fact that it is hardly reasonable to suppose that the French steel in- 
dustry was anxious to bring still more competing plants into its internal market, one 
hardly need seek farther than ordinary patriotic expansionism and the attraction 
which Saar coal would have for nationalistic economists, industrialists, and states- 
men, to explain the French ambitions. 
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French position in the Saar and to begin a process of re-orientation 
which might culminate fifteen years later in the permanent addi- 
tion of a bit of important territory, which they had been denied 
in the Peace Treaty, to the homeland. There may have been also 
in the minds of the Ministry of Reconstruction—M. Loucheur 
and his associates—some project for building up a French conti- 
nental iron trust.“ For the fulfilment of these aims, French 
capitalists were encouraged by the government to invest in the 
industries of the Saar District, and apparently some of them were 
led to invest more capital in the Saar than they really wished to 
put there. We have seen evidence of the fact that it was re- 
peatedly the French government and not the capitalists concerned 
who insisted upon a majority rather than a minority interest in 
the Saar steel firms, and this lends strong support to the interpre- 
tation suggested here, as does also the willingness of the French 
shareholders in the Dillingen enterprise to make secret terms not 
as stringent as those demanded by the government. 


EUGENE STALEY 
UNIVERSITY OF CHICAGO 


# Schleifenbaum, op. cit., pp. 32-36, interprets the French actions in the Saar 
almost wholly in terms of an “economic imperialism” seeking to gain monopolistic 
control of the metallurgical industry on the continent of Europe. Not only in the 
Saar, but also in the Ruhr, did France hope to secure a controlling influence, he 
writes. The latter hope was based on the fact that the industries of the Rhineland 
and Westphalia drew their ore supplies from Lorraine, now under French control 
once more. These German industries are said to have recognized the danger in 
time, however, and to have arranged for the importation of ore from Sweden, which 
was economically possible because of the cheapness of water transportation. Thus, 
says Schleifenbaum, the economic basis for the French endeavor to draw the Rhine- 
land and Westphalian plants into their trust was removed, and the Lorraine mines 
were hard hit by the loss of their chief market. With the occupation of the Ruhr in 
1923 the French government again tried to use its political and military power in 
the service of the “economic-imperialistic plans of the French iron industry”— 
alleges Schleifenbaum—and asked the consent of the Allied Powers to the delivery 
of 60 per cent of the stock capital of the most important mines and iron works of the 
area into French hands. This attempt to gain control, “the ultimate aim of which 
was the creation of a Franco-continental iron trust, broke down, however, against 
the resistance of England and Italy, who saw their own economic interests seriously 
threatened by the monopolization of the continental iron and coal market.” (Citing 
an article by David Lloyd George, “‘Frankreichs Ziele an der Ruhr” [“France’s 
Aims in the Ruhr’’], in the Neue Ziircher Zeitung, No. 292, March 4, 1923.) 





UNION-MANAGEMENT CO-OPERATION AND THE 
SOUTHERN ORGANIZING CAMPAIGN 


OT least among the many changes discernible in the 
temper and strategy of the American labor movement 
since the war has been the conversion of the American 

Federation of Labor from an attitude of frank indifference to all 
problems of output and efficiency to one of avowed interest in 
cost reduction and waste elimination.’ This new philosophy has 
found practical expression in a program of union-management co- 
operation which has become one of the most important planks in 
the Federation’s platform, besides serving as a substantial under- 
pinning of the whole policy of conservatism and respectability 
which has characterized the labor movement in recent years. 
Briefly defined, union-management co-operation means the par- 
ticipation of trade-unions in the task of finding better and more 
economical methods of production. It is the purpose of the pres- 
ent article to trace the evolution of this policy and to discuss its 
specific application in the southern organizing campaign. 


THE DEVELOPMENT OF THE IDEA OF UNION- 
MANAGEMENT CO-OPERATION 

Broadly speaking, the idea of union-management co-operation 
as set forth in the official documents of the A. F. of L. has gone 
through two distinct phases. In the first phase, which coincided 
with the open-shop drive of 1920-22, the technical term “union- 
management co-operation” had not yet been born. The idea, 
nevertheless, was present. It was during this period that Presi- 
dent Gompers and other members of the Executive Council be- 
gan to emphasize the interest of trade-unionism in productive 
efficiency and to draw elaborate pictures of a new order of indus- 
trial democracy in which labor and management would co-operate 
to produce goods for service rather than for profits alone. Behind 
this proffer of co-operation there was evident a desire to dispel the 
* For the pre-war attitude of the Federation see the American Federationist, Au- 
gust, 1903, pp. 664-65; June, 1906, pp. 390-91; November, 1910, pp. 962-70; July, 


1913, Pp. 527; August, 1913, pp. 618-19. 
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hostility which hung like a cloud over the labor movement and 
which was manifested in accusations of restriction of output, in 
the open-shop drive, and in compulsory arbitration laws. More- 
over, the strike upheavals of 1919 and 1922 had made expedient 
a policy of conservatism and respectability in order to offset the 
charge of radicalism loosely brought against the whole labor 
movement. Much, if not all, of the talk of co-operation at this 
time was vague and amorphous, expressing a general ambition 
rather than reflecting any concrete program. No attempt was 
made by the Federation to evolve a definite scheme for making 
co-operation effective or to indicate specific machinery for utiliz- 
ing the much-vaunted constructive potentialities of the trade- 
unions. But this, of course, was to be expected. A technique of 
co-operation could be hammered out only in the practical worka- 
day world of the shops, not in the council rooms of the A. F. of L. 

The second phase began about 1924 when the promising evolu- 
tion of the Baltimore and Ohio Railroad plan furnished both a 
name and a technique for co-operation. Henceforth the Federa- 
tion could speak more concretely and with greater assurance con- 
cerning the constructive functions of organized labor. As other 
experiments got under way, the Federation turned from uttering 
pious hopes to publicizing substantial developments in union- 
management co-operation. In the meantime, although the open- 
shop drive had subsided, the more subtle challenge of company 
unionism was at hand. Hence, in this period union-management 
co-operation was widely advertised by the A. F. of L. as the 
“answer” to company unions. All this will appear more clearly 
upon examination of the literature of the A. F. of L. 

The World War threw an intense emotional aura about the 
concept of “democracy,” and left the labor movement, in the full 
confidence of its newly acquired prestige, demanding immediate 
recognition of the principle of democracy in industry. The recon- 
struction program of the A. F. of L. called for a participation of 
the workers in determining industrial conditions equivalent to 
their participation as citizens in determining legislative enact- 
ments.” It is questionable, however, whether anything more was 

? A. F. of L., Convention Proceedings (1919), p. 71. 
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meant by this fine flow of rhetoric than that employees should in- 
sist upon their right to organize and to bargain collectively 
through their trade-unions. It was merely a case of pouring old 
wine into new bottles in the hope that a more attractive label 
might create a wider market. 

But as the shortage of commodities began to be reflected in the 
high cost of living for which a large part of the blame was cast 
upon the restrictive practices of the trade-unions, and as em- 
ployers banded together to deflate the gains which labor had 
made during the war, the demand for industrial democracy took 
on a new significance. The full co-operation of all factors of pro- 
duction for the attainment of maximum output, it was pointed 
out by the Federation spokesmen, required asa necessary condition 
the existence of democracy in industry. Autocratic control, typi- 
fied by the open-shop drive, was powerless to release productive 
energy. Production could be enhanced only by co-operation be- 
tween management, the unions, and the technicians. To the at- 
tainment of this end the Executive Council recommended the 
establishment of joint conference boards of organized workers and 
employers so that industry might be “given the opportunity to 
function at its best.” 

In 1921, as the pressure of the employers’ offensive became 
more and more severe, the Federation leaders grew alarmed. 
“The workers,” cautioned Mr. Gompers, “have need to be alert 
and militant, for never in the history of the American labor move- 
ment has plutocractic greed presented such an organized menace 
to democratic progress.’’* But the Federation had a rat* er new 
conception of “‘militancy.”” For when the Executive Council sum- 
moned a conference to discuss a labor situation which was “‘more 
serious and more menacing .. . . than... . any that has existed 
in the history of the trade union movement,” the conference 
answered the challenge of the employers by emphasizing the co- 
operative functions of organized labor. “The labor movement,” 
reported the meeting, “offers those voluntary and conciliatory 
methods of negotiation, arbitration and agreement through which 

3 Ibid. (1920), pp. 86-88. 

4 American Federationist, January, 1921, pp. 52-53. 
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it is possible to develop in our industrial life the highest degree of 
good will and the highest degree of productivity.’’s 

By 1923 the Federation had evolved a concept of industrial 
democracy which extended far beyond the boundaries of collec- 
tive bargaining. The new ideal, which approached closely to syn- 
dicalism, was concretely formulated by the Executive Council in 
its report to the 1923 convention, under the heading “Industry’s 
Manifest Duty.” “We feel that the hour has struck,” the docu- 
ment began, “for a pronouncement of the aims of labor that shall 
more nearly express the full implications of trade unionism than 
has yet been undertaken in these annual reports.” To avert gov- 
ernment intervention, the report continued, industry must save 
itself through the formation of a co-operative alliance between 
organized workers, organized managers, and organized techni- 
cians, with production and service rather than profits as its goal.® 
But in demanding a thorough reorganization of industry along 
democratic lines, labor was not unmindful of its responsibilities 
and obligations: 

It is more than collective bargaining that is required. In sending up its 
voice for a great constructive democratization of industry Labor is not asking 
for a chance to get. Labor is asking for a chance to give. There will be enough 
for all when it comes to getting.’ 

Similarly, in suggesting the principles that should govern the or- 
ganization of the power industry along the lines laid down in “In- 
dustry’s Manifest Duty,” Gompers proposed 


that trade unions shall develop full responsibility for negotiating all agree- 
ments determining wages, hours, and conditions of work, for educating em- 
ployes in the methods and processes of cooperation, for the elimination of 
industrial waste and the development of more efficient production and for 
assuring a square deal to the workers.® 


Just how the union gua union could make a greater contribution 
to industrial efficiency than could be secured from unorganized 
workers was never specifically indicated by Mr. Gompers, aside 
from the rather general assertion that “the trade union is a re- 


5 Ibid., April, 1921, pp. 295-97. * A. F. of L., op. cit. (1923), pp. 31-34. 
? American Federationist, May, 1924, p. 401. 
* Ibid., August, 1924, pp. 627-28. 
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pository of the industrial experiences of its members.”® But the 
planning of details and the diagramming of procedures were not, 
he pointed out, the proper function of the A. F. of L. The Federa- 
tion could merely set forth a philosophy; only time and experi- 
ence could “develop the actual detailed methods and bring into 
being the condition for which the policy calls.” 

Meanwhile, time and experience were already at work building 
up a specific technique of union-management co-operation 
through an elaborate system of joint committees in the shops of 
the B. and O. Railroad. By the summer of 1924 Gompers was 
able to point to the success of the B. and O. plan as constituting 
“a knockout blow to the arguments of those who say that it is im- 
possible for employers and organized labor to work in closest co- 
operation.”"* The report of the Executive Council to the 1925 
convention contained for the first time a section entitled ‘“Union- 
Management Cooperation.” The B. and O. plan, it was pointed 
out, demonstrated the truth of labor’s assertion that once the 
right of collective bargaining had been recognized, the unions 
would turn their attention to constructive activities. The Council 
suggested that the movement be given serious study and consid- 
eration, and recommended that the Federation keep in touch with 
engineers and industrial experts who might be helpful in develop- 
ing the information and procedures necessary to the establishment 
of union-management co-operation.” 

An even longer section of the Council’s report was devoted to 
the subject the year following, concerned principally with proving 
that trade-unions were essential to any genuine participation of 
the workers in solving problems of production. Such organiza- 
tions, it was declared, established standards which made for con- 
fidence, stability, and good-will; they assumed responsibility for 
group discipline; they were interested in maintaining standards of 
craftsmanship and output—in all these ways they could make 


9 Ibid., p. 625. ” Ibid., May, 1924, p. 399. 

™ Ibid., July, 1924, pp. 574-75. See also issues of June, 1924, p. 484; October, 
1924, p. 813; January, 1925, p. 32. 

= A. F. of L., op. cit. (1925), pp. 35-36. This was part of a larger section headed 
““New Economic Developments.” 
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significant contributions to industrial efficiency. More specifical- 
ly, the Council recommended the establishment of joint-shop 
committees charged with responsibility for efficient production, 
such committees to be different from the agencies concerned with 
the settlement of grievances.” 

In its report for 1927 the Council specified in detail those ac- 
tivities of labor organizations which might be labeled “‘construc- 
tive.”’ These included agencies for interpreting collective agree- 
ments, arbitration based on research, joint determination of pro- 
duction standards, joint undertakings for educating craftsmen, 
union supervision of production, presentation of unsatisfactory 
working conditions, and joint committees to consider improve- 
ments in operating efficiency.“ It appears from the first two 
items in this classification that the Council did not conceive of 
union-management co-operation as a function strictly separate 
from that of collective bargaining in the usual sense of the term— 
the making, interpreting, and enforcing of a joint agreement. But 
in general the Federation leaders have spoken of co-operation as a 
further stage in the development of collective bargaining, one 
which is not to be confused with the settlement of grievances. 
Put very briefly, the “theory” of the labor movement which the 
A. F. of L. has now been expounding for over a decade is as fol- 
lows: The primary function of a young and unrecognized union is 
the establishment of collective bargaining through militant in- 
sistence on the right of the workers to a certain standard of wages, 
hours, and working conditions. Once this fighting stage has been 
successfully surmounted, however, the union assumes a new and 
responsible function in industry. Militancy gives way to co-opera- 
tion, insistence on rights, to acknowledgment of obligations; ma- 
chinery for the settlement of grievances is supplemented by ma- 
chinery for the consideration of ways and means of making pro- 
duction more effective." 

As the ideas of the Federation have gradually been clarified and 
given substance by the development of specific projects in union- 
8 Ibid. (1926), pp. 51-52. “4 Ibid. (1927), p. 36; cf. ibid. (1928), p. 42. 

*5 See, e.g., Green’s speech before the Harvard Union in 1925: “Modern Trade 
Unionism” (pamphlet reprint), Washington, A. F. of L. 
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management co-operation, of which the B. and O. plan has afford- 
ed the most dramatic example,” their public affirmation has been 
stimulated by the challenge of company unionism. In the years 
immediately following the war, talk of co-operation and trade- 
union interest in production had been directed against the open- 
shop drive and profiteering; it represented an attempt to win pub- 
lic opinion to the side of organized labor. But as the employers’ 
more militant offensive gave way to the subtler strategy of em- 
ployee representation and welfare program, and as American in- 
dustry came to put increasing emphasis upon cost reduction and 
waste elimination, it appeared to the Federation that the pub- 
licizing of specific experiments in union-management co-operation 
would be immensely serviceable in persuading employers to recog- 
nize the cash value of dealing with organized labor. Business un- 
ionism was once more surging to the fore. The ardent fervor for 
industrial democracy had burnt itself out by 1925. Passions ex- 
cited by the war had had time to grow cool. Moreover, the death 
of Gompers in 1924 removed the leader who was chiefly responsi- 
ble for labor’s brief plunge into the construction of Utopias. Since 
then the Federation has no longer concerned itself with the re- 
construction of industry on the basis of production for use rather 
than profits. Instead, it has become anxious to demonstrate that 
“the union is a good business proposition for wage earners and 
employers jointly.”*” This desire to prove the dollars-and-cents 
superiority of the trade-union represents a gradual and grudging 
admission on the part of the A. F. of L. that company unions have 
been promoted not alone to thwart the labor movement, but also 
to improve plant morale and efficiency. 

Although the 1918 convention of the A. F. of L. had indorsed 
shop committees in the belief that they would be controlled by the 
unions, when it became apparent a year later that works councils 
were being heralded as antidotes to trade-unions, the Federation 
took alarm and adopted a resolution introduced by the steel- 


6 A detailed description of the B. and O. plan by Sir Henry Thornton, Otto 
Beyer, and President Wharton of the Machinists’ Union was the outstanding feature 
of the 1929 A. F. of L. Convention, while the Naumkeag experiment was outlined 
before the 1930 meeting. 

7 A. F. of L., op. cit. (1930), p. 82. 
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strike organizers, vigorously condemning all plans of employee 
representation as undemocratic and ineffective and advising its 
members to have nothing to do with them. “It is evident,” stated 
the resolution in part, “that company unions are unqualified to 
represent the interests of the workers, and that they are a delusion 
and a snare set up by the companies for the express purpose of 
deluding the workers into the belief that they have some protec- 
tion and thus have no need for trade union organization.’”"* And 
in 1920 the Executive Council bitterly assailed the President’s 
Second Industrial Conference for attempting ‘“‘to give encourage- 
ment and permanency to the various forms of company unions 
and shop organizations and various forms of so-called employee 
representation, whose chief merit is that they serve the purposes 
of the employers by organizing the workers away from each 
other.” 

By 1925, however, the Federation had begun to realize that 
mere denunciation of the company union would not make it van- 
ish magically from the industrial world. It was growing aware of 
the claim that employee-representation plans had a beneficial 
effect upon output, and was thus coming to see that the trade- 
union, if it wished to survive, must demonstrate its superiority 
over the company union in the matter of promoting efficiency. 
The first important indication of this point of view was the recom- 
mendation of the Executive Council to the 1925 convention of 
the A. F. of L. that a study be made of the actual operation of 
company unions, “‘so we may plan the best way of dealing with 
them.’ Such a factual investigation was imperative because 
“employers are spreading the fiction that company unions are 
necessary to provide channels for cooperation between manage- 
ment and employes in production problems.”” 

Another indication of this change in attitude was President 
Green’s leading editorial in the Federationist for October, 1925, 
“Company Unions Not Enough,” which read in part: 

Certain employers claim that the company-union makes possible coopera- 
tion between management and workers in production problems. Such co- 

% Ibid. (1919), pp. 302-3. » Ibid. (1925), p. 34. 

® Ibid. (1920), p. 85. t Ibid., D. 230. 
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operation with unions they claim is impossible, because, as they say, unions 
are organized for militant purposes only. There is no justification for this 
declaration, for employers themselves made it necessary for unions to employ 
defensive and militant purposes and methods There are convincing 
proofs of the economic value of union-management cooperation, which dem- 
onstrate that the cooperation between company unions and management is 
most superficial.” 


At the 1926 convention the challenge of the company union was 
declared to be the most serious problem facing the labor move- 
ment. Union-management co-operation was labeled the “an- 
swer” to company unions. The Committee on Resolutions re- 
ported: 

Your committee believes that the time is ripe for the American labor 
movement to work progressively for the substitution of union-management 
cooperation for company unions To accomplish this will require con- 
tinued effort over a period of time and our method of approach must be based 
upon careful and scientific study of the situation supported by an aggressive, 
concentrated and well-directed campaign.* 


More particularly it was suggested that the president of the Fed- 
eration arrange for a study of the comparative results of union- 
management co-operation and company-union co-operation. Af- 


ter the achievements of these two policies had been analyzed and 
classified, the Federation would then “be in a position to let facts 
speak for themselves.’’** The convention indorsed these recom- 
mendations and authorized the Executive Council to levy a spe- 
cific assessment on national unions to provide funds for the 
study.’s 

That the problem was one to be solved by a fact-finding and 
educational campaign rather than by conflict was the opinion re- 
iterated at subsequent conventions. For example, the Executive 
Council reported in 1928: 

We believe that the effective way to refute the claims of proponents of so- 
called employee representation plans is to show why these plans are based on 
a wrong understanding of human nature and human relations and to submit 


evidence of tke constructive results of union-management cooperation. 
Good business men can not permanently resist cooperative relations with 


= American Federationist, October, 1925, pp. 873-74. 4 Ibid., p. 318. 
3A. F. of L., op. cit. (1926), p. 287. 5 Ibid., p. 291. 
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an agency that offers results in elimination of industrial wastes, higher qual- 
ity standards of production, improvements in operating machinery, and con- 
structive suggestions based on experience and reflection.” 

Although nothing that could be called a “scientific” investiga- 
tion of the comparative merits of company unions and trade-un- 
ions has emerged from Federation headquarters, through speeches, 
conferences, pamphlets, and articles, the A. F. of L. has given 
wide publicity to various projects in co-operation undertaken by 
its members. Moreover, in at least one important instance—the 
southern organizing campaign—the Federation has itself experi- 
mented with a policy of union-management co-operation. To the 
story of this experiment we must now turn our attention. 


THE SOUTHERN ORGANIZING CAMPAIGN 


On January 6, 1930, at a conference of several hundred union 
delegates in Charlotte, North Carolina, was launched the great 
crusade to organize the South. The decision to spread the tenets 
of unionism into the industrial regions below the Mason and 
Dixon line had been made by the Toronto convention of the A. F. 
of L. in the fall of 1929, following the spontanevus revolt of thou- 
sands of textile operatives in Tennessee and the Carolinas during 


the spring and summer against certain grievances of long standing 
—a sixty-hour week, a weekly pay envelope of $9 or $10, unsani- 
tary working and living conditions—and, more immediately, 
against the introduction of the “‘stretch-out” system.” Accord- 
ing to Dr. Broadus Mitchell, the stretch-out system was “the 
match which set off the powder train of strikes in the cotton-mill 


* Ibid. (1928), p. 115. 

77 Under the “‘stretch-out” system the number of looms or spindles assigned to 
each operative is increased with little or no increase in pay. Although extra assist- 
ance is usually given the spinner or weaver, the system involves a reduction in the 
total working force and hence a decrease in unit-labor costs. Before the disturbances 
of 1929, southern textile manufacturers had increased the number of looms per 
weaver from 24 to 48 and in some cases to 76. Subsequent testimony of these manu- 
facturers revealed that the system had been inaugurated in a thoughtless manner 
without any prior consultation of the operatives. See U.S. Senate Committee on 
Manufactures, Working Conditions of the Textile Industry in North Carolina, South 
Carolina and Tennessee, Hearings (1929), particularly the testimony of President 
Smith of the Brandle Corporation. 
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South,’** while an organizer of the United Textile Workers de- 
clared that its introduction did more to hasten the progress of 
unionization than twenty years of organizing effort.” 

Yet, little of permanence in the way of organization resulted 
from these uprisings. In South Carolina the strikes were conduct- 
ed by local leaders with outside union assistance neither desired 
nor forthcoming. In Gastonia, North Carolina, the communistic 
National Textile Workers took command of the situation, while 
in Elizabethton, Tennessee, and Marion, North Carolina, the 
operatives summoned organizers from the United Textile Work- 
ers and the A. F. of L. to their aid. Regardless of the type of lead- 
ership, however, the strikes all failed to achieve any extension of 
collective bargaining. In every case the armed force of the militia, 
aided by injunctions, evictions, mob murders, and kidnapings, 
was able to crush the sparks of rebellion. These drastic measures 
were then supplemented by minor concessions in working and 
living conditions designed to immunize the employees more com- 
pletely against “northern radicals and agitators.” At the first 
signs of union activity the South had struck back with vigor and 
assurance.” 

In view of the weakness of the U.T.W., its failure to plant a 
permanent organization in the South at this time was not sur- 


prising.* If the labor movement were to take advantage of the 
seething spirit of unrest among southern workers, it was clear by 
the fall of 1929 that the U.T.W. could not work unaided. It need- 
ed the financial and moral support of the whole labor movement. 


* B. Mitchell, ‘“‘The Present Situation in the Southern Textile Industry,” Har- 
vard Business Review, April, 1930, p. 302. 

2° American Federationist, January, 1930, p. 25. For a historical account of the 
progress of organizing activity in the South see G. S. Mitchell, Textile Unionism in 
the South (1931). 

» For a lively account of these strikes see T. Tippett, When Southern Labor Stirs 
(1931); see also D. McCracken, Strike Injunctions in the New South (1931). 

# Although the U.T.W. had boasted a membership of 104,900 in 1920, by 1922 
this number had dwindled to 30,000o—a figure which remained constant for the rest 
of the decade. About one-half of this membership was employed in the hosiery in- 
dustry; most of the remainder was in highly skilled novelty and specialty lines— 
tapestry, carpets, etc.; only 1 or 2 per cent were employed in the basic cotton and 
woolen industries, chiefly in Salem and New Bedford. 
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This the 1929 convention of the A. F. of L., after listening to a 
report by the Executive Council on the “Awakening South” 
which suggested that all unions include the South in their organ- 
izing campaigns, and after devoting a full morning session to 
speeches by striking textile operatives and organizers fresh from 
the field, decided to furnish.* The convention authorized the 
Executive Council to raise funds to organize the South and di- 
rected it to call a conference of officials of the one hundred and 
four national and international unions to lay plans for the cam- 
paign. 

In accordance with this mandate a preliminary meeting was 
held in Washington on November 14, 1929. It recommended that 
all national unions assign at least one organizer to the South, their 
efforts to be co-ordinated under the direction of the president of 
the A. F. of L., and that the Federation appeal for contributions 
to aid the U.T.W.* The first formal conference to inaugurate the 
campaign was held in Charlotte on January 6, 1930, with Presi- 
dent Green as presiding officer and with 229 members present, in- 
cluding organizers from 26 national unions, local workers from 96 
different crafts, and representatives of city centrals, state federa- 
tions of labor, and the A. F. of L. Although the southern spokes- 
men stressed the exploitation of the workers and sharply urged 
the necessity for a militant campaign, the general temper of the 
meeting was conservative, reflecting the Federation’s new policy 
of respectability. Only ten years before, another large-scale cam- 
paign had been directed by the A. F. of L., that one to organize 
the steel workers. At the time of the earlier offensive the labor 
movement had bristled with talk of workers’ control and the re- 
organization of industry, with repeated warnings that hard- 
fought strikes would follow should labor’s demands be ignored. 
No such militant notes were sounded at the southern conference. 
The New York Times’ headline summary of the meeting, “Green, 
Voicing Friendship for Employers, Asks Their Aid at Charlotte 
Session—No Strikes To Be Called,” was eloquent of the change 
which a decade had wrought in the temper and strategy of the 

» A. F. of L., op. cit. (1929), pp. 59-60, 265-83. 

8 Ibid. (1930), pp. 83-85. 
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labor movement.* For almost two hours Green spoke on “‘Labor’s 
Message to the South.” Flaying the Communists with a venom- 
ous scourge as a “force that would destroy our country, that 
would strike at the very soul of our institutions,” he sketched the 
contrastingly peaceful mission of the A. F. of L. as one which 
sought merely to convince the South of the advantages of collec- 
tive bargaining and to acquaint it with the constructive contribu- 
tions which the unions were ready and able to make to industrial 
efficiency and prosperity: 

We believe that if, in this great Southland, we are permitted to function, 
we can make a distinct contribution toward the development of efficiency, of 
cooperation and of understanding between employers and employes here. 
We are here for that purpose. We come with the hand of friendship extended 
to you. There is no sword in our scabbard. There is no weapon in our hand. 
We come not with the mailed fist but with the open hand to the employers of 
the South appealing to them to give us the opportunity, to try us out and see 
whether we can help this industrial situation in the South.ss 
It was to be an organizing and educational campaign, with no 
strikes or unreasonable demands to arouse the apprehensions of 
the public and the industrialists. 

What factors dictated the adoption of so rational and con- 
servative a policy? In the first place, the general language of co- 
operation had been in the mouths of the Federation leaders for 
almost a decade. The southern campaign now afforded an excel- 
lent opportunity to apply the formula of union-management co- 
operation to a specific situation in the hope that it might prove an 
“open sesame,”’ swinging wide the gates of southern industry to 
organized labor. In the second place, the U.T.W. was not able, 
and the A. F. of L. not authorized, to finance a series of strikes in 
the South. With its shrinking membership and treasury, and its 
failure to penetrate the textile mills of the North after the strike 
disasters of 1921 and 1922, the U.T.W. was plainly in no condi- 
tion to furnish strike relief. While the Federation had been au- 
thorized to make a general appeal for organizing funds, this was 
very different from a systematic plan of assessment to build up a 
war chest. But if militancy was likely to involve the labor move- 

4 New York Times, January 7, 1930. 

35 Labor’s Message to the South (pamphlet reprint), p. 16. 
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ment in expensive commitments, the policy of co-operation had 
at least the merit of comparative cheapness. 

Finally, the enormous obstacles in the way of organizing the 
southern textile industry made a new procedure well worth try- 
ing. These difficulties concerned both the workers and the mill- 
owners. Aside from periodic outbursts of rebellion like those of 
1929, southern operatives have been largely apathetic toward 
labor organizations. The presence of immense labor reserves back 
on the farms among the hills, the great unprofitableness of farm- 
ing which makes industrial work even at miserably meager wages 
seem attractive, the background of strong mountaineer individu- 
alism, the system of mill-village paternalism and employee-wel- 
fare work—all have contributed to the indifference, not to say 
suspicion, with which union organizers have been regarded in 
cotton-mill regions. Equally serious is the bitter and uncompro- 
mising hostility of employers, the press, and the public to organ- 
ized labor—a hostility born of the desire to attract northern capi- 
tal by advertisement of a “cheap and contented”’ labor source, un- 
polluted by union affiliations. At the time, in fact, it was not so 
much the indifference of the workers—for the strikes had revealed 
the presence of long-smoldering grievances ready to burst into 
flames—as the unfavorable state of public opinion which gave the 
Federation most cause for worry. To advertise the labor move- 
ment as a law-abiding institution concerned with problems of 
efficiency and cost reduction therefore seemed a strategic way of 
building up a friendlier attitude toward the unions. Such a policy 
commended itself to the Federation on still another ground. For 
if employers should become convinced of the business value of 
trade-unionism, might they not urge their workers to take out 
union cards? In this way the traditional apathy of the southern 
workman toward labor organizations might be overcome with the 
assistance of the employer himself! To determine the extent to 
which these expectations were fulfilled we must now trace the 
progress of the campaign. 

Following the Charlotte conference, President Green appointed 
Paul J. Smith, organizer of the A. F. of L.; Francis Gorman, vice- 
president of the U.T.W.; and W. C. Birthright, president of the 
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Tennessee Federation of Labor, a committee of three to take 
charge of the campaign. In addition, the Federation engaged a 
director of educational work, a director of publicity, and an in- 
dustrial engineer. Southern headquarters were opened at Bir- 
mingham, Alabama, and the drive to organize the South got un- 
der way. 

From the start the work of the campaign fell into two parts. 
One was the active job of organization by spreading the message 
of unionism among southern workers. Education, publicity, dra- 
matics, mass meetings, the distribution of over 600,000 pam- 
phlets—all the usual tools of organizing technique were vigorous- 
ly plied to acquaint the workers with the meaning of trade- 
unionism. The other part of the pr “ram was the advertisement 
of union-management co-operation through speeches and articles, 
and, most important of all, through the field work of the consulting 
engineer, Mr. Geoffrey Brown, who was retained to approach em- 
ployers throughout the South with an explanation of the princi- 
ples of union-management co-operation as they had been worked 
out in the Naumkeag Mills of Salem, and with an offer of his as- 
sistance in putting similar plans into operation in southern estab- 
lishments.*” 

In the work of acquainting the public with the constructive 
purposes of the campaign, President Green took the leading réle. 
During the winter of 1930 he made two speaking tours of the 
major industrial towns of the South, bringing to business men, 
chambers of commerce, university professors, and state legisla- 
tures labor’s message of conciliation, good-will, and understand- 
ing. Union recognition, he pointed out, would mean millions of 
dollars to the stockholders of southern industries. 


We come preaching the doctrine of cooperation and good-will 
are reasonable men and women, reasonable in our outlook on life and reason- 
able in our conclusions. We know that success to us must come out of suc- 
cess in industry; the greater the earnings of industry the greater the benefits 
we enjoy So, standing upon that broad principle we offer to manage- 
ment and to the owners of industry a cooperative organization willing to give 
the best we have in training and service and skill in order that the industry 

% A. F. of L., Convention Proceedings (1930), pp. 86-89. 

37 Ibid., pp. 86-87; Textile Worker, March, 1930, pp. 745-46. 
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might be made profitable We believe that the cooperation of .... 
workers who are not smarting under the consciousness that they are denied 
the exercise of a right will make more money for a mill management than a 
group of workers who hate the management because it will not let them 


While the purposes of the campaign were thus being advertised 
to the public at large, Mr. Geoffrey Brown was bearding the lions 
in their dens. Between March, 1930, and September, 1931, he 
held over two hundred conferences with the managers and di- 
rectors of southern cotton mills, in which he explained the advan- 
tages of union-management co-operation and urged the profitable- 
ness of union recognition. 

On the whole, the results of these conferences were not impres- 
sive. Employers displayed an astonishing amount of “sales re- 
sistance” to Mr. Brown’s “good business proposition.” Only 
three enterprises—all in Columbus, Georgia—agreed to give the 
plan a trial. Of these, one was a small food-packing establishment 
with 15 or 20 unskilled employees; another was a syrup factory 
having a total force of 32 negroes; the third was a hosiery mill 
employing 30 operatives. In each of these plants it was Mr. 
Brown’s offer to place the labor movement of the South squarely 
behind the sale of the company’s products that led the owners to 
sign a co-operative union agreement copied directly from one in 
effect at the Naumkeag Mills. The agreement pledged the con- 
cern in question to a “cordial and full membership recognition of 
the bona fide trade union of its employees,” whose co-operation 
was acknowledged as “essential to the continued and successful 
operation of its manufacturing plant.” The union, for its part, 
agreed to promote the sale of the concern’s product and pledged 
its co-operation in maintaining quantity and quality production 
and in “effecting such economies in manufacture as may be 
brought about by the introduction of improved machinery.” An 
optional clause in the agreement, providing for the establishment 
of a joint research committee to “devise methods of cooperation 
for the elimination of waste and the improvement of working con- 


# Green, Labor Proposes Cooperation (pamphlet reprint), pp. 10-11; cf. American 
Federationist, February, 1930, p. 147; July, 1930, p. 787; September, 1930, pp. 1076- 
77- 
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ditions,” was not invoked in any of these cases, both because the 
small size of the plants made such formal machinery unnecessary 
and because the workers were not deemed sufficiently skilled to 
be capable of offering practical suggestions.” 

Once an agreement had been signed, Mr. Brown turned his 
attention to the matter of sales promotion. Since all the products 
—food and cheap hosiery—were such as to command a wide mar- 
ket among wage-earners, arrangements were made to exhibit them 
before city central labor-unions and state federations of labor, and 
to distribute samples to union members throughout the South. 
As a result of this activity, orders in every case were sufficiently 
increased to avert wage reductions during the first two years of 
the depression. All this, of course, was merely an adaptation of the 
time-honored policy of the union label. 

A more novel aspect of Mr. Brown’s work, and one reflecting 
more concretely the Federation’s desire to render “constructive” 
service to industry, was his survey of the hosiery plant in his 
capacity of consulting engineer. Ever since its organization two 
years earlier the company had been running with a deficit, unable, 
even when orders increased, to make its books balance. By point- 
ing out how the idle time of the machines could be reduced 
through the provision of an adequate supply of yarn and needles, 
and by suggesting numerous other economies in manufacture, Mr. 
Brown was able to effect savings of several thousand dollars a 
year. When all these remedies still left the mill with a deficit, he 
proposed that the A. F. of L. supply funds to increase the capitali- 
zation of the plant, thereby enabling it to realize some of the 
economies of large-scale operation. At this point, however, Presi- 
dent Green stopped short. In his opinion the labor movement had 
done all it could to salvage an unprofitable business from the scrap 
heap.” 

But what of the unions which these agreements had brought 


39 A description of one of these agreements can be found in the Monthly Labor 
Review, April, 1931, p. 79. For the information in this and succeeding paragraphs I 
am indebted to Mr. Brown for the opportunity of consulting his files of correspond- 
ence. 

# A partial description of Mr. Brown’s work in this plant can be found in the 
American Federationist, December, 1931, pp. 1525-27. 
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into being? Did they represent any genuine conversion to the 
principles of organization on the part of the operatives, any great 
addition to the strength of the labor movement? 

After Mr. Brown and the employer had concluded an agree- 
ment, the employees were called together and summarily organ- 
ized into a union. As Mr. Brown put it frankly, “most of them 
did not know what it was all about.” Nor did they subsequently 
learn much more. The organizers were too busy promoting the 
sales of the employer to pay much attention to developing leader- 
ship and self-reliance among the newcomers to the union fold. 
Despite the elaborate phraseology of the agreement, no oppor- 
tunity was afforded the rank and file to make “constructive con- 
tributions” to industrial efficiency. Even the work of sales pro- 
motion was carried on without their assistance. They were or- 
ganizations of little backbone or vitality—hardly the stuff of 
which a powerful labor movement is fashioned. 

Aside from these few unimportant instances, the offer of co- 
operation won no converts to collective bargaining. The mill- 
owners listened politely to Mr. Brown’s speeches, informed him 
that they were perfectly well able to manage their plants without 
assistance, and ushered him out the door. The Danville situation 
may be taken as the best illustration of the wall of indifference 
against which union-management co-operation knocked in vain. 
Early in 1930 the employees of the Dan River and Riverside Cot- 
ton Mills in Danville, Virginia, who for eleven years had been 
organized in a company union modeled after the Leitch plan of 
industrial democracy, were aroused by a ro per cent wage cut to 
repudiate the whole scheme of industrial democracy and to sum- 
mon organizers from the U.T.W. to help them form a trade-union. 
This gave the A. F. of L. an outstanding opportunity to put its 
recently conceived organizing policies to test. Mr. Francis Gor- 
man, vice-president of the U.T.W. and one of the directors of the 
southern organizing campaign, came to Danville to take personal 


* A rather amusing illustration of the maiveté of the workers regarding trade- 
unions was afforded by the election of union officers in one of the plants whose entire 
force consisted of negroes. The superintendent, a white man, appeared at the meet- 
ing and declared his interest in the organization, whereupon the grateful workers 
elected him to the vice-presidency of the new local! 





620 JEAN CAROL TREPP 


charge of the organizing activities, while Mr. Brown was sent 
along to urge the co-operative plan upon Mr. H. R. Fitzgerald, 
the agent of the mills. Throughout the winter and spring organiz- 
ing proceeded apace. It was not long before four thousand mem- 
bers were enrolled in the new local. Meanwhile, an avalanche of 
literature on union-management co-operation, describing the B. 
and O. plan and Naumkeag project of joint research, descended 
upon Fitzgerald, who finally consented to receive the Federation’s 
engineer. To the great disappointment of the union leaders noth- 
ing came of the interview. In fact, it was rumored that Fitzgerald 
had been aroused to ire over what he called the “hypocrisy”’ of the 
union. He pointed out that while Mr. Brown had been talking of 
co-operation, some of the union leaders had been calling the mill 
agent a cradle-snatcher as well as other opprobrious epithets 
which scarcely bespoke a co-operative frame of mind! It was also 
reported that Fitzgerald had been frightened rather than soothed 
by the proffer of co-operation, that he had suspected a “nigger in 
the woodpile”—the nigger being none other than a secret deter- 
mination on the part of the union to usurp the functions of man- 
agement, once it had gained recognition in the mills! 

In vain did the organizers repeat their proffer of co-operation 
and emphasize their desire to avoid a strike. In vain did President 
Green come to Danville to speak on labor’s interest in productive 
efficiency and the superiority of union-management co-operation 
to “industrial democracy.” Mr. Fitzgerald remained a wall of 
stone. In the spring and summer the mills began to fire all opera- 
tives suspected of union affiliations. By September, with two 
thousand workers thus dismissed, ine newly fledged union was 
virtually forced to abandon its pcelicy of co-operation and to call a 
strike.” It is not necessary to recount here the long story of the 
four months’ strike which began in September, 1930. It is suffi- 
cient to point out that although the Federation threw all its en- 
ergies into the struggle it was powerless to cope with injunctions, 
evictions, troopers, and all the other resources of a management 


# For a running account of the progress of the Danville campaign see American 
Federationist, April, 1930, pp. 402-4, 410-11; June, 1930, pp. 658-59; January, 1931, 
p. 19; also Textile Worker, April, 1930, p. 51; and A. F. of L., op. cit. (1930), p. 210. 
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firmly determined to defeat the union no matter what the cost. 
The Danville situation afforded a crucial test of the new organiz- 
ing technique of the A. F. of L., and at Danville the technique 
failed. 

This leads us to a brief appraisal of the use of union-manage- 
ment co-operation as a device for securing recognition in the 
South. What were the merits and what the defects of the policy? 

In the first place, it is undoubtedly true that Mr. Green’s 
speeches went a long way toward dispelling the suspicion and 
hostility with which the public at large had viewed the entrance 
of organized labor into the South. A union leader preaching co- 
operation instead of strife—this was indeed novel to a community 
accustomed to regard labor organizations as offshoots of the Sovi- 
et Republic. Following a talk by Mr. Green before two hundred 
business and professional men in Memphis, the Memphis Com- 
mercial Appeal had this to say: 

William Green, president of the American Federation of Labor, might be 

taken for the president of a bank, the president of a railroad, a U.S. Senator 
or a great corporation lawyer He is the kind of person who deplores 
strikes and walkouts and considers friction between employer and employe a 
result of misunderstanding of economic conditions Mr. Green made a 
favorable impression on those who heard him in Memphis. The policies he 
advocated might have come with propriety from the president of the Ameri- 
can Bankers’ Association or the head of any group of business or professional 
men.#% 
According to Dr. George S. Mitchell, the new co-operative policy 
of the A. F. of L. has been responsible for overcoming much of the 
prejudice against labor organizations in the South. Not only the 
press, but also the churches and the colleges, have come to view 
the unions in a more favorable light.“ 

But while the public might be won over to the unions’ cause by 
speeches on co-operation, the mill-owners refused to be converted. 
The editor of the leading union-baiting periodical of the South, 

* Quoted in Dunn and Hardy, Labor and Textiles (1931), p. 192. 

“ G. S. Mitchell, “Organization of Labor in the South,” Annals of the American 
Academy of Political and Social Science, CLIII (January, 1931), 187. For further 
comments on the attitude of the public toward the unions see American Federation- 
ist, March, 1930, p. 352; September, 1930, p. 1067; and A. F. of L., op. cit. (1930), 
P. 204. 
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the Southern Textile Bulletin, scornfully labeled the Naumkeag 
plan a “frame-up” designed to deceive southern employers as to 
the real motives of labor organizations. ‘“‘Where has the American 
Federation of Labor ever co-operated,” he queried, “except tem- 
porarily and then only as a means of getting a strangle hold?’ In 
similar vein the Textorian, published by the Cone Mills of Greens- 
boro, North Carolina, printed a statement showing that the losses 
of the Naumkeag Mills in 1930 had been almost three times as 
large as those of the Dan River plants. ‘‘No additional discussion 
is necessary,” the editor went on, “‘to show how ridiculous and 
absurd are the statements of officials, organizers and agitators of 
the unions relative to what they could accomplish for cotton mills 
if given a chance.”*° How completely the Federation’s talk of co- 
operation had failed to soothe the apprehensions of southern mill- 
directors is revealed by the report of the Board of Directors of the 
Dan River Mills to the stockholders on January 22, 1931. During 
the past year, it was pointed out, the company had been bothered 
by labor “agitators and professional propagandists’ who had 
“made their plans to force themselves upon us and obtain control 
of the labor policies of our Company at any cost.’’ These organ- 
izers, the report continued, had brought in speakers “‘to eulogize 
the claims of labor and to pour forth upon the public their oft- 
repeated assurance of fair dealing and of being law-abiding and 
peaceful. Under the cover thus afforded the most diabolical 
schemes have been concocted 

That the labor movement should have been thwarted in its at- 
tempt to ingratiate itself by the promise of co-operation is not sur- 
prising. For the salient question which at once arose in the minds 
of southern mill-owners was simply this: What had the union 
done at Naumkeag that southern manufacturers could not as 
readily accomplish without a union? At the Naumkeag Mills the 
union had co-operated with the management in introducing the 
stretch-out system. Under the auspices of an industrial engineer 


4S Southern Textile Bulletin, July 10, 1930, pp. 20-21; cf. issue of January 22, 
1931, p. 18. 

# Reprinted in ibid., February 12, 1931, p. 8. 

4 Report of Board of Directors to the Stockholders, January 22, 1931. 
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responsible to both the union and the company, the number of 
looms per weaver had been extended from 12 to 20 over a three- 
year period. But in the South the mill-owners had increased the 
looms from 24 to 48 and 72 overnight. To be sure, in some cases 
this arbitrary action had been followed by spontaneous walkouts, 
but a slight readjustment downward in the schedule had usually 
sufficed to bring the operatives back to the mills. Since the 
U.T.W. had gone on record as opposed to the introduction of the 
stretch-out system unless the workers were consulted, it was ap- 
parent to the southern mill-owner that so-called union-manage- 
ment co-operation really meant a check upon his ability to reduce 
costs as he pleased.“ Moreover, the speeches of some of the or- 
ganizers condemning the stretch-out system as “vicious” were not 
likely to put him in a happier frame of mind.” The fact that un- 
ion recognition would eventually result in higher wages and short- 
er hours—in an end to all the exploitation of “cheap and con- 
tented labor” upon which the southern textile industry relied for 
its supremacy over the cotton mills of the North—was an addi- 
tional reason for the manufcturers’ refusal to take Mr. Green’s 
fine speeches very seriously and for their invariable response of 
“no interference wanted” to Mr. Brown’s offers of assistance. 
Only the smaller plants which were running at a loss or which sold 
their products to a workers’ market were interested in the Federa- 
tion’s proposals. These had everything to gain and nothing to 
lose from union recognition. But in aiding firms so precariously 
situated to retrieve their standing the Federation was exposing 
itself to open attack. The failure of a single plant which had 
adopted the co-operative program was likely to be pounced upon 
eagerly by the enemies of the labor movement as a telling exam- 
ple of the perils of collaborating with a union. 

More serious, however, than the failure of such a program of 
conservatism and respectability to appeal to mill executives was 
its utter lack of those inspirational and dramatic qualities which 
alone can rally the rank and file about the union banner. If the 

“See President McMahon’s testimony before the U.S. Senate Committee on 
Manufactures, op. cit., p. 155; also Textile Worker, September, 1930, p. 342. 

® American Federationist, January, 1930, pp. 37-38. 
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first act of a new organization should be to reduce the costs of pro- 
duction by increasing the task of the worker—assuming that the 
profier of co-operation was made in good faith—would not the 
union appear merely as another agency of exploitation, working 
hand and glove with the employer? As Professor Schwenning has 
pointed out, the major obstacle to organization in the South is the 
apathy of the workers. Even the upheavals of 1929 represented 
not a conversion to union principles, but a spontaneous protest 
against grievances of long standing. To win the rank and file to 
the union’s fold requires a policy of militancy rather than re- 
spectability, of emphasis on rights rather than on obligations. 
There is no easy road to organization. Strike funds, rallies, or- 
ganizers, grievance lists—all are needed to hew a path into the 
forest of opposition. It was the serious shortage of relief funds 
and organizers which doomed the southern venture from the 
start.” But signs are not lacking that the Federation has learned 
its lesson. When the next southern drive is launched it is safe to 
predict that less will be heard of co-operation and more about 
strike funds and workers’ rights. 


JEAN CAROL TREPP 


SARAH LAWRENCE COLLEGE 
BRONXVILLE, N.Y. 


%® Between May 15, 1929, and August 31, 1930, the Executive Council received 
$41,530 in response to its appeal for organizing funds (A. F. of L., op. cit. [1930], p. 
37). Because of a veto by a delegate from the Carpenters’ Union, a resolution di- 
recting the Executive Council to lay plans for a southern defense fund could not be 
introduced at the 1930 convention of the A. F. of L. (ibid., pp. 155-56, 276-78). 
Instead, the convention authorized the Council to issue an appeal for funds to aid 
the Danville workers and $28,725 was subsequently raised in this way (ibid. [1931], 
Pp. 25). 

The situation with respect to organizers was equally bad. The Executive Council 
reported to the 1930 convention that there had been 51 organizers in the field, 16 
representing the A. F. of L., 30 from national unions other than the U.T.W., and 5 
from the U.T.W. (ibid. [1930], p. 86). However, Mr. Gorman reported to the 1930 
convention of the U.T.W. that the work of organization had been seriously retarded 
because the union had had only 3 organizers in a territory comprising 1,440 mills and 
employing 300,000 workers (New York Times, September 10, 1930). 





AN EXAMINATION OF MR. KEYNES’S PRICE- 
LEVEL CONCEPTS 


I. INTRODUCTION 


HE critical parts of Mr. Keynes’s Treatise on Money have 

helped very much to clear away the confusion surround- 

ing the concept “price level.” The “general price level” 
with its supposed universal significance has followed the allied 
“general purpose index number”’ into the class of recognizedly 
contentless phrases. But the field remains open for a criticism of 
Mr. Keynes’s own creations in the realm of theoretical price levels 
along the lines marked out in his fruitful analysis of earlier price- 
level concepts. 

In the following paper I attémpt such a criticism. The funda- 
mental definitions are re-examined and, I think, clarified; and 
their relations to the development of the fundamental equations 
are analyzed. The question of the statistical character of Mr. 
Keynes’s categories is next gone into. On the basis of the struc- 
ture of the equations some tentative conclusions are drawn as to 


the significance of the price levels they define. (A real solution of 
the problem of significance waits on experimental work.) Finally, 
some consideration is given to the theoretical position of monetary 
truisms in general. 


2. REVIEW OF THE PRIMARY DEFINITIONS 


The simplest of Mr. Keynes’s definitions are those of R (con- 
sumption) and P (the “purchasing power of money”). R is de- 
fined to include all “liquid consumption goods and services” pur- 
chased by consumers." P is the price level of the goods and serv- 
ices included in R. 

* There is some ambiguity as to the disposition of durable consumers’ goods. 
Strictly they are to be regarded as capital goods invested in directly by consumers; 
but Mr. Keynes appears generally to include current purchases of such goods by 
implication in R. Furthermore, R includes only services “purchased” and not serv- 
ices of durable goods owned by the users. The definition of R on p. 135 of Vol. I of 
the Treatise is accordingly move inclusive in the direction of durable goods and less 
inclusive in the direction of services than the definition of “consumption” (pp. 


127-28). 
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Turning to O (“output as a whole’’), we find two definitions of- 
fered: According to the first, O is the whole of the output for 
which the factors of production are remunerated;? while the sec- 
ond defines O as the sum of R (as above defined) and C, the incre- 
ment of investment.’ The following scheme may be suggested for 
visualizing the first definition: The product of every producing 
plant within the period considered is to be split into two parts, of 
which one is imputed to factors of production owned or hired by 
the firm in question and the other to materials, etc., bought from 
other firms. Excluding the second part, the summation of the 
first for all firms gives O (a list of quantities of various types of 
goods). The second definition leads to a summation of quite dif- 
ferent type. To clarify it the accompanying diagram (Fig. 1) will 


XXXXXXXXXXXCC 
XXXXXXXXX CC 
XXXXXXXX C 
RRRRRRCC 


Fic. 1 


serve. Beginning at the bottom, we may suppose the R’s and C’s 
in the lowest line to measure the number of physical units of some 
finished consumers’ good turned out in a period. (This is part of 
“available output.’’) The next line represents production in the 
same period of some article used in turning out the finished product. 
Taking as unit of this article the number of physical units needed 
to produce one unit of finished product, we represent by X’s the 
production in this stage necessary to replace the quantity of this 
material used up in the final stage of production. Any excess of 
production over this replacement requirement is symbolized by 
C’s; such excess production is “‘non-available output,” and con- 
stitutes part of the increment of investment. Similarly, produc- 
tion in still higher stages is divided into replacement and invest- 
ment. “Output as a whole” is the summation of output of finished 
goods plus the excess of production in each higher stage over the 


2 Keynes, op. cit., I, 127, n. 1. 3 Ibid., p. 135. 
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amount necessary to keep up production at the current rate in the 
stage next below. In the symbols of Figure 1, output as a whole 
(O) is the summation of all the R and C elements for all commodi- 
ties, the X’s being omitted. It will be seen that output in this 
sense takes in only a small part of production, except in the stage 
of finished goods.‘ In fact, a non-available output of zero (mean- 
ing no excess over replacement requirements in the higher stages) 
is quite compatible with continued production of capital goods, as 
symbolized by Figure 2. Furthermore, Mr. Keynes mentions that 


XXXXX 
XXXXX 
RRRRR 


Fic. 2 


C may take in negative elements, so that its total money value 
may be zero or even less than zero.’ Figure 3 symbolizes one of the 
XXXXXX 


XXXXXXX 
RRRRRRR 


Fic. 3 


many types of negative investment: production in the earliest 
stage is inadequate to maintain production in the second stage, so 
that there is negative investment at the first stage. Completing 
the definition of C, it is to be observed that additions to “hoards,” 
i.e., any excess of production of finished goods over consumption 
—are part of C;* hence the C symbols in the last line of Figure 1. 
If consumption exceeds production of finished goods, so that 
“hoards” decline, this is of course negative investment at the last 
stage of the productive chain. The price level of the goods in- 
cluded in C is P’; the price level of the goods O is zx. 


‘This important distinction is introduced by the phrase “after allowing for 
wastage,” which Mr. Keynes inserts in his definition of non-available output on p. 
127. “Wastage” applies also to fixed capital—a point which Mr. Hawtrey appears 
to have overlooked in his criticism (cf. his Art of Central Banking [London, 1932], 
PP- 334, 338 ff.). 


5 Op. cit., I, 127. 6 Ibid., p. 128. 
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Parallel to the separation of output into two parts, R and C, 
runs a separation of incomes earned by the factors of production 
into two classes. J’ is defined as the “cost of production” of C, 
i.e., income earned by factors employed in its production. E de- 
notes the total money income of consumers (excluding “‘profits’’) ; 
so that E—I’ is the income earned from the output of goods con- 
sumed, R.’ For convenience we may define E—J’ as equal to F’. 
It is to be emphasized that income earned by factors used for 
producing capital goods is not ipso facto part of I’.2 The part of 
resources used in the production in higher stages symbolized by 
the X’s of my diagrams is reckoned as used in producing the out- 
put symbolized by the R’s or C’s lying below. Thus the resources 
used in producing any goods are assigned corresponding units of 
output; and what becomes of the output (i.e., whether it is con- 
sumed or added to capital) determines the classification of the 
earnings of the resources as F’ or as I’. 


3. DEVELOPMENT OF MR. KEYNES’S EQUATIONS 
With these preliminaries we are in a position to examine the 
derivation of Mr. Keynes’s fundamental equations. The first, it 
will be remembered, is developed from the truism PR=E-—S, 


when ?, R and E£ are taken as above defined® and S (savings) is 
the amount of consumers’ money income not spent on consump- 


7 Ibid., p. 135. 


In fact, income earned by identical workers doing identical work might be J’ in 
one period and F’ in another, according to circumstances. If, e.g., there was in- 
creased saving but consumption goods were not perishable, dealers might maintain 
prices and let sales fall off. If production were maintained, the goods going into 
“hoards” would become C instead of R; and the earnings of factors ascribed to this 
part of output would become J’ instead of F’. This, by the way, suggests that the 
notion of increasing investment to regain equilibrium in face of increased saving in- 
cludes two distinct ideas. P could be maintained either by increasing J’ at the ex- 
pense of F’ (which would happen automatically so far as both production and prices 
were held up by dealers) or by increasing J’, while F’ remained unchanged. The 
effect would in many respects be very different. Cf. Hawtrey, op. cit., pp. 344-47- 


* The reader should be warned that P, as used in these equations, is not an index 
number, but the price of a certain bill of goods; its definition is dependent on the 
choice of units for R (see below, pp. 633-35). 
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tion goods. Any expenditure of profits (which are not included 
in E£) is to be taken care of as a deduction from S. From this stage 
Mr. Keynes goes on: 


PR=E-S 


E 
=50-S 


= (R+C)—S (by the second definition of 0) 


E E 
=o ktoc-S:- 


Substituting J’ for E/O-C, Mr. Keynes proceeds: 


PR= R+I'-S ; 


E I'-S 
P=at pe ° (1) 


To this last conversion it has been objected that Mr. Keynes in- 
troduces a new and unwarranted assumption in substituting 7’ for 
E/O-C. In symbols, this assumption is that E:O0=F’:R=I':C. 
It may, I think, be contended in favor of Mr. Keynes that Pro- 
fessor Hansen’s original objection (technical changes altering the 
relative cost of production of C and R)® might not be serious in 
short-period reasoning; it would depend on the length of the 
period for which a single basing-point was used. An objection to 
which Mr. Keynes is certainly open, however, is that relative 
shifts in the prices of the factors used in producing R and C, re- 
spectively, would also throw out the assumed proportion. Mr. 
Keynes reasons constantly in terms of relative shifts in secondary 


American Economic Review, XXII, No. 3 (September, 1932), 462. 
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price levels; and it may fairly be argued that he should not pre- 
clude by assumption the possibility of relative changes at this 
point. 

In reply to Mr. Hansen, Mr. Keynes has proposed two forms of 
correction: the first the introduction of a coefficient of correction 
and the second a redefinition of units of O and R such that equa- 
tion (1) will hold.” Both of these methods, however, fail to lead 
to an interpretable definition of P. To evade both this difficulty 
and the objection raised by Professor Hansen, the following al- 
ternative development may be suggested: 


PR=E-S 
=F’+I'-S; 


4-8 


, R 


F’ I'-S 
= R —— . (1a) 
This is free from these objections, and leads, as we shall see, to a 
final form much more manageable than equation (1). Equation 
(1) may, however, be derived as a special case if E/O=F’/R. 

The object of this type of development of the monetary truism 
is to set up a relation between the prices of the goods included and 
their unit cost of production. This is achieved by the separation 
of the “first term” (£/O or, in my alternative form, F’/R) from 
the “second term,” (J’—S)/R, the first term representing unit 
cost in money. To make the truism hold in this sense, however, 
involves some sharpening of the income definitions stated above. 
The difficulty is this: As we have already seen, Mr. Keynes’s 
scheme sets up a correspondence between each application of re- 
sources to production and some part of “output” in his special 
sense. Now the monetary truism further requires us to ascribe a 
flow of consumers’ income, appearing in the same period, to each 


* In fact, in at least one passage (op. cit., I, 205-6) Mr. Keynes considers precisely 
the type of shift here contemplated. 
™ American Economic Review, December, 1932, p. 491. 
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application of resources, thus linking income to corresponding 
output. But, in fact, money income does not appear simultane- 
ously with the application of the services it pays for; and a few 
somewhat unreal conventions must be adopted to get us over this 
discrepancy. To begin with, we may lay it down as a warrantable 
hypothesis that an imputation of value accompanies each applica- 
tion of resources; each application is supposed to be rated by 
management as yielding a certain addition to the gross value of 
the firm’s product. But it is by no means necessary (or even usu- 
al) that this imputation should coincide either in amount or in 
time with cash payments made to the people from whom the pro- 
ductive services in question are obtained. If, e.g., a corporation 
hires labor under a wage contract, any difference between the im- 
puted value of the labor services and the contracted payment 
comes to benefit (or harm) the stockholder equity; and the dates 
when the workmen receive their stipulated wages do not coincide 
with the dates when they do the work for which they are paid. 
To establish a synchronization of income and the services corre- 
sponding to it we are obliged to adopt two conventions: first, any 
difference between the imputed value of the services and the stip- 
ulated payment is to be regarded as income (in Mr. Keynes’s 
terms properly not income, but profits) of the stockholder; second, 
income must be regarded as accruing at the moment when the 
services yielding it are applied, but as left in the custody of the 
manager until the date of payment. For a given week, e.g., wages 
accrued but unpaid are to be regarded as income which is saved 
(and, unless the business firm is piling up corresponding cash bal- 
ances, invested), while current expenditures constitute an offset- 
ting negative saving at the expense of laborers’ cash balances. 
When wages are paid (say the following week), savings will be 
transferred from balances accrued with the employer to cash bal- 
ances, etc. Assuming these conventions, F’/R becomes a measure 
of money cost of production per unit of goods consumed, cost being 
reckoned as of the methods current at the time of production. 


8 It is to be noted that “cost of production” as given by E/O or F’/R is calcu- 
lated by ascertaining sums currently being paid, not sums paid in the past. In con- 
Sequence, these terms refer to cost of production as of the point or period of time to 
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Before examining the second fundamental equation it will be 
useful to develop an equation for P’, following the line marked 
out by Dr. Hayek. The quantity J is defined as the value of the 
increment of investment, C. Thus the underlying truism will be 
P’C=I.™ Then 


P'C=I 
=I'+I-I'; 


I’ I-T 
Peat , 


or as a special case if E:0=F’:R=I':C (as argued above): 


(2) 


It should be remarked that this derivation is not, like that of the 
first equation, ‘“‘Fisherine.’’* The first equation is ‘‘Fisherine”’ be- 
cause it equates a flow of money with a flow of goods which it 
buys; but while all the goods R are sold as a matter of definition, 
not all the goods C may be assumed to change hands during the 
period we may be considering. J, in a word, is not a sum of money 
spent, but includes valuations of unsold goods and may be the 
direct embodiment of “‘paper profits.” 

The second fundamental equation combines the elements of the 
foregoing with those of the first equation. It starts with the tru- 
ism that the value of output as a whole ‘7O) equals the value of 


which “output” refers, not as of the period over which production of the goods now 
being sold was carried out. If cost of production is falling (due, say, to technical 
changes), constant equality of P with F’/R—Q, =zero in Mr. Keynes’s terms—would 
involve chronic losses to producers, though Mr. Keynes’s “profits” would be zero. 
Producers could not on the average recover the outlays made on account of the 
goods sold. This is another instance of the importance of distinguishing between 
Mr. Keynes’s “output” and “production.” 


“4 This is, in fact, Mr. Keynes’s official definition of J given in I, 137. 
1s Cf. Mr. D. H. Robertson’s discussion, Economic Journal, XLI (1931), 397-08. 





KEYNES’S PRICE-LEVEL CONCEPTS 633 


investment (P’C or J) plus the value of consumption (PR, which 
we may call F).” Then 


xO=I+F 


_E,I-S 


= ot wy ie (3) 


os 


This development” is not open to the objection applied to the first 
equation, since it does not involve the assumption that E:0= 
F’:R=I’':S. 


4. STATISTICAL NATURE OF MR. KEYNES’S CATEGORIES 


We may begin this phase of analysis by formulating Mr. 
Keynes’s equations as they would be used for the comparison of 
two successive periods, using the subscripts o and 1 to denote the 
two periods, and the compound subscript 1.0 to denote an index 
number for the second period with the first as base. Provisionally 
we may define the index number P,.. as equal to 2/,q,/Zpoq:, 
when the g’s are the quantities of all the various commodities in- 
cluded in R sold in the periods denoted by the subscripts, and the 
p’s the corresponding average prices for each of these commodi- 
ties. If our monetary truism is to hold, P,..-R;.. must equal 
F,/F, or 2p.9:/ZpoGo. This obliges us to fix our definition of R,.. 
as £q,p./ZqoP.. Assuming a definition of the units for R,, we can 
define R,, P,, and P, through these index-number relations. If 
the unit of R,, e.g., is a dollar’s worth of the period 1, then R, is 
the number of dollars’ worth of goods (at prices of period 1) con- 
sumed in period o; P, is one dollar; and P, is the price of a bill of 
goods, arranged in the same proportions as the bill of goods R,, 
which cost a dollar in period 1, reckoned at prices of period o. 


© The terms F and F’ which I have introduced into Mr. Keynes’s notation in this 
article are symmetrical with J and J’: J and F are values of aggregates of goods (R 
and C, respectively); J’ and F’ are amounts of income. 


” Keynes, op. cit., I, 137. 
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P, and P, may be viewed as the prices of the same bill of goods in 
the two periods. From equation (1a) above: 


F,_ Fi+Ii—S, 
R, 


Therefore 


P Pr Fi Ro_ I = r Fitli-S, , 
1° RP, Fo R: Rio Fo Rio Fitli—S,’ 


or, more simply, 
I E, == Ss. 
PumE,* E-S." 


Similarly, 


I, 
Pin= .- ° (5) 


Cro Te 


—_ > P E,.+1:—S; 
~~ G. E.+I.—So ; (6) 


Formally similar expressions for P,.. can be developed from 
Mr. Keynes’s first equation (1); but it is impossible to specify a 
bill of goods for which P,.. so developed would be a price relative, 
owing to the lack of a simple common denominator in the expres- 
sions for P, and P,. Whatever the form of equation, furthermore, 
the weighting system proposed by Mr. Keynes for the quantity 
index (base-period cost of production, or base-period cost of pro- 
duction for one set of goods and given-period cost of production 
for another)* does not yield a simple aggregative price index, ex- 
cept in the special case that all prices equal the corresponding 
costs of production. For if R,.o=(Zg,w/Zq.w) and (Py.o*R:-0) = 
(F,/F,.), then by the requirements of the monetary truism we are 
obliged to define P,., as equal to (2p.9./Zpogo) + (Zqo.w/Tg.w), w 


1, 135; also American Economic Review, XXII, 401. 
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denoting either base or given period cost as may be required. This 
is plainly not a simple aggregative index, and does not conform to 
Mr. Keynes’s requirement laid down in Book II of the Treatise 
that an intelligible index number should measure changes in the 
price of a composite commodity.” This difficulty with Mr. 
Keynes’s weighting system appears to justify the choice of prices 
as weights for the quantity index; though of course it is indifferent 
whether we use base-period or given-period prices. 

An inventory of the material needed to evaluate the equations 
then takes in (a) index numbers of P, P’, and x (we may suppose 
them as aggregates weighted by quantities of the given period); 
(b) index numbers of R, C, and O (to preserve the truistical char- 
acter of the equations these should be factor antitheses of the 
price indices; accordingly aggregates weighted by base prices); 
(c) figures for EZ, J, and S for each period in units of money 
(separate figures for J’ and F’ are also called for if we wish to iso- 
late Mr. Keynes’s “profits’’). 

To use Mr. Keynes’s equations for forecasting or laying down 
policy it would plainly be necessary to estimate the current be- 
havior of these different magnitudes, presumably by devising a 
sampling technique calculated to approximate complete figures. 
Ideally, the calculation of R and P calls for complete consumption 
and price data. The requirements for C and P’ are even more em- 
barrassing; it would be necessary not only to have full production 
data, but to know the technique of every industry well enough to 
determine how much of the production at each stage was excess 
over replacement. Furthermore, the prices composing P’ are not 
necessarily recorded, since investment goods (as already men- 
tioned) are not necessarily sold. The same difficulties apply to O 
and w. Material bearing directly on E is presumably obtainable; 
our present indices of pay-rolls represent a step toward getting it. 
With the technical data assumed for the calculation of C, it should 
be possible to separate J’ and F’. What direct source could be 
found for figures on S is questionable; but it could be calculated 
through the equation /’—S=F—F’, as all the other terms are 


* See I, 53-55, 76-88. Put in other terms, my contention is that Mr. Keynes’s 
weighting system defines P as the price of a bill of goods of shifting composition. 
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assumed to be known. At present, however, the available statis- 
tical evidence would help but little for evaluating equations (5) 
and (6), though some information can be had bearing on (4), the 
equation in P and R. 


5. THEORETICAL SIGNIFICANCE OF MR. KEYNES’S PRICE 
LEVELS 


As was suggested at the outset, the mere fact that we can lay 
down a monetary truism involving a given price level does not for 
a moment establish a presumption that that price level is of the 
slightest importance. Any index number partakes of the artifi- 
ciality of all abstractions; and especially an index number pieced 
together on the basis of availability for use in monetary truisms 
cannot be guaranteed to matter to anybody in particular. An in- 
vestigation of Mr. Keynes’s price levels from this point of view is 
therefore in order. 

A good deal of importance is attached in the Treatise to P, the 
“purchasing power of money.” P is the price level of R, i.e., of all 
goods bought by consumers; it is a cost-of-living index for the 
whole body of consumers taken as one group. From this point of 
view it is open to the classical objections attaching to a cost-of- 
living index for a large and heterogeneous group of people; it is so 
very broad that most of its meaning is gone. From the point of 
view of cycle theory, moreover, cost-of-living indices as such are 
not necessarily of significance; in general, it seems to be felt that 
people are passive toward their cost of living, and the most that 
could be assumed in the way of a reaction from the consumer side 
would be a change in the income velocity of money. It may be 
suggested that P might serve as an approximation to an index of 
selling prices at retail, which in comparison with certain costs in- 
dicates the business situation of large groups of enterprises. The 
development of Mr. Keynes’s first equation suggests this type of 
use, and in several passages P is so used.” The large quantities of 
services included in P unfortunately partly unfit it for this purpose. 

P’, the price level of investment goods (corresponding to C), 
is a curiosity among theoretical price levels in that the group of 
goods to which it is attached may have negative elements or even 


» E.g., op. cit., pp. 264-65. On the whole, however, Mr. Keynes seems to prefer 
= as an index of selling prices. 
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a negative sum. Furthermore, the categories of goods included 
may be expected to shift radically in the course of a normal busi- 
ness cycle. For example, if there is an increase of “hoards,’”’ there 
will be positive C elements consisting of consumers’ goods; if they 
are stationary, C will include no consumers’ goods; if “hoards” are 
shrinking, such goods will enter C negatively and may have nega- 
tive weights in the index of P’, so that a rise in their price will 
lower the index. In fact, a case is easily constructed where P’ 
falls though every price included rises!" 

In consequence it appears that no general significance can be 
attached to P’; similar changes in P’ at different phases of the 
cycle would have utterly different meanings. Since “output as a 
whole” includes investment (O being the sum of R and C), the 
index m shares the volatility of P’, and is likewise a priori likely to 
be incapable of consistent interpretation. Furthermore, it is to be 
remembered that the prices entering P’ and = are not tied down so 
strongly as the prices entering P to the flow of money available for 
purchases, owing to the fact that investment goods need not be 
sold. This very greatly diminishes the prospect of accurate fore- 
casts of P’ and zw on a monetary basis. 

For illustration, suppose the following figures for three commodities, assumed 
to make up the whole of C: 

Shoes Ships Sealing Wax 
Base-period production, in physical units. . 1,000,000 1,000 1,000,000 


Replacement (or consumption) in base 
goo 900 , 000 





Investment (net), base period......... 100,000 100 100,000 


Given-period replacement................ 900 , 000 900 , C00 





Given-period production 800,000 899 1,000,000 
goo 
—1 


Given-period investment (net)........ — 100,000 100,000 


Base-period average price per unit $6.00 $100,000.00 $1.00 
Given-period average price per unit 6.20 110,000.00 1.60 
Calculations on the basis of the formulas suggested above yield —5.6 as the index 
number for C;.. (the weighted sum being negative in the second period) and 95.0 as 
the index number of P’;.o. This effect depends on the presence of both positive and 
negative weights; if all the weights were negative, the index would move the same 
as if they were all positive. The effect of negative weights is discussed by Mr. Haw- 
trey (op. cit., pp. 340-41), who assumes, however, that fixed capital will always enter 
with positive quantities into C. Since fixed capital as well as working capital appears 
in investment only through the net increment, this seems questionable; so that the 
effect of this property on the interpretability of P’ is perhaps even more serious 

than Mr. Hawtrey suggests. 
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6. CONCLUSION 


The vanishing of the concept of a general price level, thought of 
as carrying with it in its movements all secondary price levels ex- 
cept those obviously tied down by contract, has opened a new 
problem in monetary theory which Mr. Keynes’s system of price 
levels represents an attempt to solve. The price-level concept has 
split in two: on one side we have what I have called in this paper 
“theoretical price levels,” about which we can lay down monetary 
truisms; and on the other side are what might be labeled “signifi- 
cant price levels,” which can fairly be assumed to figure in the 
motivation of economic changes. Even to “significant price lev- 
els” we cannot ascribe perfect exactness; they may be taken as 
loose generalizations about certain factors in the business situa- 
tion of groups of enterprises, which can be used on the assumption 
that if they picture the situation as more favorable than it really 
is for part of these firms, then they understate the favorableness 
of the position of others. The problem of rigorous monetary theo- 
ry (the branch devoted to working out descriptively valid truisms 
of the type we have been studying in this paper) is to find “theo- 
retical price levels” which may be expected to be good approxima- 
tions to “significant price levels” and to lend themselves to pre- 
diction. Only so can we hope to lay down rigorous propositions as 
to the influence of various phenomena on the economic scene. Of 
Mr. Keynes’s three chief theoretical price levels, only P seems a 
priori to resemble a significant price level, as we have just seen; 
but more can doubtless be devised. Some of Mr. Keynes’s at- 
tempts to link various secondary price levels with different cate- 
gories of liquid balances and velocities of circulation are pioneer 
work in this direction. Plainly experimental work is called for, 
testing the statistical relations among various theoretical and sig- 
nificant price levels, as well as theoretical work in developing new 
theoretical price levels and explaining the empirical relationships 


found by experiment. 
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POPULATION DOCTRINES IN THE UNITED STATES' 
II. MALTHUSIANISM 


ESPITE the unsettled state of North America and the 
United States, views on population, anticipatory of Mal- 
thus, were expressed as early as 1751 by Benjamin 

Franklin and in 1790 by an anonymous writer. Not until after 
the War of 1812, however, is there apparent among American 
journalists and pedagogues a considerable amount of support of 
Malthus’ tenets. The pro-Malthusian view did not preponderate 
in American economic thinking until after the Civil War. In the 
present paper I shall trace the growth of pro-Malthusianism in 
nineteenth-century America. 


I 


T. Lyman, in 1815, developed a subsistence theory of wages in a 
review of Malthus’ pamphlet, Observations on the Effects of the 
Corn Laws, and of a Rise or Fall in the Price of Corn on the Agricul- 
tural and General Wealth of the Country? Seven years later W. J. 
Spooner declared Malthus’ thesis absolutely valid and prophesied 
that henceforth “‘the subject of population will be considered at 
rest.’’3 Public education was condemned on the ground that it 
would remove a main check to fertility, namely, the cost of educat- 
ing children.‘ The American poor-laws were attacked on Mal- 


* See Part I, preceding number of this journal, for treatment of anti-Malthusian- 
ism. We failed, in Part I, to cite slightly anti-Malthusian opinions which appeared 
in the Democratic Review (VIII [1840], 57-58); in the American Review (VIII [1848], 
142, 148); in Brownson’s Quarterly Review (XV [1858], 144-71); in W. E. Channing, 
Lectures on the Elevation of the Laboring Portion of the Community (Boston, 1840); 
J. R. Richards, The Law of Wages (San Francisco, 1890). 


2 North American Review, I (1815), 217. 
3 Ibid., XV (1822), 289-310. 


4 Southern Review, V1 (1830) 15. In the Southern Quarterly Review (XIV [1848], 
1-36) Ricardo’s works are praised by a writer who subsequently, in a review of 
Bishop Whateley’s Lectures, has the earmarks of a Malthusian although he does not 
discuss Whateley’s views on population (XV [1849], 3, 22-23). 
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thusian grounds and Malthus’ doctrines were described as fully 
demonstrated in the American Quarterly Review.$ 

John McVickar, Columbia University, follower of McCulloch, 
gave expression to a rigid Malthusianism® while W. B. Lawrence,’ 
New York jurist, merely approved Malthus’ views. 

Malthusianism was defended by two prominent early southern 
professors, Thomas R. Dew and Thomas Cooper, M.D. The for- 
mer, of William and Mary College, trained in Germany, a well- 
read man, and a stout defender of slavery characterized Malthus’ 
exposition as “able.” Dew held population to be “dependent on 
the means of subsistence, or amount of capital’’; believed that, 
because of the operation of diminishing returns at the intensive 
and extensive margins and the growth of population and capital, 
“wages and profits” fall. Hence as price is composed of “‘wages 
and profits,” “the progress of capital and population”’ in a nation 
will reduce the relative exchange value of manufactured goods and 
fit that nation for manufacturing. Dew employed Malthus’ doc- 
trine to advantage in a learned criticism of a proposal (made in the 
Virginia legislature during the 1831-32 session) to the effect that 
Virginia levy taxes for the purpose of gradually purchasing the 
slaves of the state and deporting or colonizing them. Were this 


5 XIV (1833), 68; II (1827), 47. In other issues, however, Harriet Martineau’s 
Malthusianism was sharply criticized and “surplus population” was attributed to 
“broad inequalities of wealth” which make it impossible for workers to better their 
condition (II [1827], 403-4; XX [1836], 218; XXII [1837], 21 ff.). In the Analectic 
Magazine (X [1817], 265-66) a writer familiar with Malthus’ opinion on poor relief 
advocated the abolition of many prevailing forms of poor relief. In the same journal 
(XIII [1819], 186 ff.) the Malthusianism of Destutt de Tracy, the publication of 
whose Treatise on Political Economy had been secured by Thomas Jefferson and 
John Adams, was upheld by a write: who believed that “except in new countries, 
there is everywhere, in every state of society, a tendency to overpopulation, that 
requires to be thinned by want and misery, by emigration and colonization, or by 
abstinence from matrimony” and concluded that “this view of society gives a much 
higher character to the art of cookery, by which food can be prepared so as to afford 
the utmost of its nourishment.” 
6 Outlines of Political Economy, (New York 1825), an edited reprint of an en- 
cyclopedia article by J. R. McCulloch. See especially McVickar’s footnote, pp. 145- 
46. Later McVickar merely condemned poor-laws because they make the recipients 
“vicious” and “lazy,” See First Lessons in Political Economy (New York, 1837), 


pp. 103-6, and also Oudlines, p. 185. 
7 Two Lectures on Political Economy (New York, 1832). 
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done, argued Dew, the price of slaves would rise; slave-owners 
would breed them so rapidly that their number could not be re- 
duced; the resulting “habits . . . . generated among our blacks”’ 
would tend to produce overpopulation. Among the whites, on the 
contrary, the “spring of population” would be deadened. The 
taxes raised to purchase the slaves would reduce the capital and 
the productivity of the state. Hence, among the whites, of whom 
all had a high standard of living (including necessaries, conven- 
iences, and luxuries), matrimony would be discouraged, children 
would “‘be less abundantly supplied,” and the already slow rate of 
increase would be halted or reversed. Accordingly, even if the 
slaves could be removed, there would be no whites to replace 
them. Dew declared that emigration ordinarily could not check 
population growth, that a higher standard of living constituted the 
only cure for the poverty of Ireland, and that the slow rate of 
increase in Virginia was commendable. 


Emigration has rarely checked the increase of population, by directly les- 
sening its number; it can only do it by the abstraction of capital, and by 
paralyzing the spring of population, and then ic blights and withers the 
prosperity of the land. 

We believe, at this time, the preventive checks are in full operation in 
Virginia. The people of this State live much better than the same classes to 
the North, and they will not get married unless there is a prospect of main- 
tainiug their families in the same style they have been accustomed to live in. 
We believe the preventive checks may commence their operation too soon for 
the wealth of a State, but they always mark a high degree of civilization— 
so that the slow progress of population in Virginia turns out [to] be her high- 
est eulogy.® 

® Lectures on the Restrictive System (Richmond, 1829), pp. 23, 26-29, 32-33, 43-44, 
46. Dew’s treatment of slavery, emigration, and conditions in Virginia is confined 
to a lengthy essay in The Pro-slavery Argument (Charleston, 1852), pp. 287-490. 
See especially pp. 319, 367-68, 372, 374, 376-77, 379, 417-18, 488 n. In support of the 
allegation that “under certain circumstances, slave is as productive, and even more 
productive, than free labor,” Dew cited the great export trade of the South and the 
fact that slavery had persisted in the Orient and in ancient countries despite the 
great density of population and the cheapness of non-slave labor (ibid., pp. 485-86). 
A writer in the Analectic Magazine (XIII [1819], 292-94) opposed freeing the slaves 
if it involved the concentration of the black population in the urban north; he advo- 
cated their deportation instead. He remarked that migration from Europe to Ameri- 
ca would dwindle as the European population “accommodated itself to the new order 
of things”; that while “difficulty of subsistence” would not for a long time check 
population growth in America, the greater desire of the white than of the black for 
luxuries would cause the free blacks to increase more rapidly than the whites. 
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Cooper, a widely read man and president of South Carolina 
College, accepted the doctrines of Malthus’ Essay in entirety. 
There is a limit, “a maximum... . to all agricultural improve- 
ment.” That “population tends to accumulate faster than the 
means of subsistence, upon a limited territory,” is true of any and 
all land; “the proposition is general.” Since he believed the capi- 
tal and employments of a community to be limited, he denied 
Everett’s contention that an increase in population creates a de- 
mand for its labor, he condemned poor-relief as conducive to 
waste and propagation and as destructive of the very capital re- 
quired to provide employment. Poverty can be relieved by the 
“conduct of the poor alone.” Frugality, thrift, and abstention 
from marriage are necessary. Colonization of the needy is also 
suggested. The “natural-price of labor [is] adequate subsistence 
for a married couple and a child or two.” Given a superabun- 


dance of laborers, wages fall below this level and disease thins the 
working-class ranks. While he explicitly recommends the prohi- 
bition of marriage among the needy, Cooper believes it preferable 
to let “infantile diseases” thin a “superfluous population” rather 
“than that the first and most imperious precept of nature should 
be disobeyed, or subjected to every species of vicious substitute.”’ 


Since wants and knowledge fructify where numbers are dense, 
Cooper ascribes “all human improvement to the pressure of popu- 
lation on subsistence.’”® 

The wages-fund argument was used by Henry Vethake, Uni- 
versity of Pennsylvania, and by Louis F. Tasistro, of NewYork. 
Vethake, a follower of McCulloch, believed returns to be constant 
in manufacturing and diminishing in land. The demand for labor 
depends upon the ratio of capital to population. Progress in the 


9 Lectures on the Elements of Political Economy (Columbia, 1826); see ibid. (1829 
ed.), pp. 17-18, 37, 60, 85, 100, 105-7, 136-37, 274-81, 295, 303-8. 359; Manual of 
Political Economy (Washington, 1834), pp. 22, 95. Cooper’s views were attacked in 
the North American Review, XXV (1827), 412 ff., by a writer who defended political 
economy because “the noblest truths in natural theology are here unfolded.” 
Cooper’s views are criticized by an anonymous writer, apparently J. N. Cardozo, 
who denies the law of diminishing returns (Southern Review, I [1828], 203-4). Sis- 
mondi’s criticism of Malthus is upheld, apparently by the same writer, in a later num- 
ber (IV [1829], 281-84; also VIII [1832], 492). 
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arts will enhance the wages fund. If the standard of living is 
raised through the inculcation of morals and foresight, the result- 
ing operation of the preventive check will reduce the relative num- 
ber of sharers in the wages fund. Thus prudence and progress will 
beget higher wages.” 

Tasistro attacked Senior’s view that the advance of wealth and 
civilization would greatly intensify the operation of the preventive 
check. Man has a greater capacity of increase than food. Hence 
food production must be encouraged and numbers must be 
checked. It is absurd to argue against Malthus that population 
increase has been accompanied by an increase in production. 
Tasistro believed population pressure to be imminent although 
Malthus’ efforts had checked its growth somewhat. He attributed 
low wages in America to “‘the disproportion between the numbers 
to be employed and the means of employing them.”’ Despite these 
views Tasistro condemned what appears to be the practice of 
abortion as “more detestable than infanticide.’ 


% Principles of Political Economy (Philadelphia, 1838), pp. 68-70, 99-115. This 
work was unfavorably reviewed in the North American Review, XLVII (1838), 246- 
50. 

™ Hunt's Merchant’s Magazine, II (1840), 36, 39, 48-50. It is not clear whether 
Tasistro referred to contraceptive practices. References to birth control are conspic- 
uously lacking in the writings of American economists. In 1830 Robert Dale Owen, 
while an optimistic believer in technological progress, published the first American 
treatise on birth control, in which he advocated its practice as a corrective of one of 
the causes of poverty (overpopulation) and as a means of preventing the multiplica- 
tion of the biologically unfit (Moral Physiology, or a Brief and Plain Treatise on the 
Population Question [New York, 1830]). Two years later Charles Knowlton, New 
England physician, encouraged by Owen, in a plain treatise on birth control charac- 
terized Malthus’ “moral restraint” as insufficient. The “anti-conception art,” he 
said, will prevent overpopulation and its consequences; make early marriage possi- 
ble; reduce prostitution, abortion, and infanticide; permit “spacing” of children; 
protect the health of women incapable of undergoing pregnancy; and prevent pro- 
creation by the hereditarily diseased (The Fruits of Philosophy or the Private Com- 
panion of Young Married People [New York, 1832]). Despite opposition, Owen’s 
work went through nine editions in five years, 10,000-25,000 copies being circulated 
as far west as Kentucky and Indiana. Despite several prosecutions, 10,000 copies of 
Knowlton’s work were sold by 1839. Between 1834 and 1876 about 42,000 copies 
were sold in England. Asa result of the prosecution of Charles Bradlaugh and Annie 
Besant in 1877-79 for the sale of this work, about 235,000 copies were sold in Eng- 
land in three and one-half years. By 1891, says Himes, Knowlton’s pamphlet had 
influenced about four million English married couples (see Norman E. Himes, 
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The wages-fund argument, implicit in Cooper and Tasistro, ap- 
parently approved by McVickar and specifically stated by Ve- 
thake, had later exponents. J. D. B. de Bow practically repeats 
Vethake word for word. Wages are fixed by the ratio of capital to 
population. Hence the “natural rate of wages’ is fixed by the 
habits of a people. Unless the “habits” improve, a rise in wages is 
followed by an increase in marriages until increasing numbers de- 
press wages to a level adequate to supply the customary “means 
of support.”” Wages can be raised through the inculcation of fore- 
sight and through improvements in the arts."* De Bow declared 
that population “often comes when it is not wanted [and]... . 
never ceases to come where it is wanted.” He cites Malthus to the 
effect that “want of employment” will check population growth 
An advocate of an industrialized South, De Bow urged as a means 
“to prevent the evils of a. . . . slave population” eventually too 
redundant for agriculture, “the employment of slave labor in the 
construction of railroads throughout the southern states, and the 
use of negroes in our factories and in our work shops.” This pol- 
icy, he said, would enable the South to become independent of the 
North and to compete with the North.” 


Malthusianism was employed to defend the slave-labor system 
against the attacks of anti-slavery writers. In substance, the pro- 
slavery writers contended that population pressure, excessive 
competition among workers, and starvation wages are inevitable 


American Journal of Sociology, XX XV [1930], 529-47; Eugenics Review, May, 1929; 
New England Journal of Medicine, CXCIX [1928], 461-65, and CCV [1931], 438-40). 
To what extent birth control and abortion were resorted to in nineteenth-century 
America is not clear. Advertisements relating to abortion were not uncommon; after 
1830 writers, especially physicians, often refer to it. Prior to 1830, contraceptive 
methods, possibly of French origin, were known. Studies of family size among 
families of college graduates, analyses of genealogical records, and census data on the 
ratio of children to women indicate that the rate of natural increase was falling dur- 
ing the first quarter of the past century. Thomas Ewell, M.D., stated that “if there 
be a situation in which having children would be distressing in the extreme, a remedy 
or corrective for fruitful nature might be found by embracing only in vessels filled 
with carbonic acid or azotic gas” (Medical Repository, IV [1807], 132-33). 


" De Bow’s Review, XTX (1855), 422-23. 
8 The Industrial Resources, etc., of the Southern and Western States (New Orleans, 
1852), II, 314, 392. 





POPULATION DOCTRINES 645 


concomitants of the free-labor system. Under slavery these evils 
can be prevented. Both Chancellor William Harper and Governor 
J. H. Hammond, of South Carolina, argued at length that free 
labor is cheaper than slave labor. “The tendency of population 
is to become crowded, increasing the difficulty of obtaining sub- 
sistence.” Competition, as a result of population pressure, be- 
comes increasingly intense. “Where competition is intense, men 
will labor for a bare subsistence, and less than a competent sub- 
sistence.” Hence, “slave labor can never be so cheap as what is 
called free labor.”"* George Fitzhugh presented similar arguments 
in support of the view that the slave was better off than the free 
laborer.*S 

Free society is theoretically impracticable, because its friends admit that 
“in all old countries the supply of labor exceeds the demand.” Hence a part 
of the laboring class must be out of employment and starving, and in their 
struggle to get employment, reducing those next above them to the minimum 
that will support human existence. 

In all old countries there is a superfluity of laborers and they, in competing 
to get employment, underbid each other, till wages reach the lowest point, 
that will support human existence; but the master is afraid so to depress the 
wages of his slave, else he might lose the slave. 


Another writer, having cited J. S. Mill on “the probable future 
of the laboring classes,’’ compared the kindness of southern mas- 
ters with the ruthlessness of English capitalists, declared “that the 


4 See The Pro-slavery Argument (Charleston, 1852), pp. 22-23, 26, 121. Harper 
recommended the use of slaves for non-agricultural employments, when agriculture 
had become too crowded (ibid., p. 84). Hammond qualified his statement by saying 
that free labor was cheaper than slave labor to the individual entrepreneur but not 
to the community as a whole, for under the system of free labor entrepreneurs would 
shift to the community costs which are borne by the slave-owner under the slave 
system and which in the free system ought to be borne by the entrepreneurs (ibid., 
p. 122). The argument that slave labor was more expensive than free labor was 
denied by many southern writers. N. A. Ware, in his argument that slaves be used 
in manufacturing, stated that slave labor cost only one-sixth as much as free labor 
(Notes on Political Economy (New York, 1844], pp. 30-39, 200-204). Professor C. F. 
McCay, of Columbia, wrote that s’. ty provided “the cheapest labor . . . . possi- 
ble.” Malthus’ subsistence wage, “however approximated to elsewhere, has never 
been reached but in the south” (Eighty Years’ Progress (Hartford, 1869], pp. 119 ff.). 

'S Sociology for the South or the Failure of Free Society (Richmond, 1854), pp. 222, 
281; see also pp. 27-28, 39, 230, 251, 254, 278, 279. He observed that in the South, 

population increases slowly, wealth rapidly” (ibid., p. 254). 
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free labor system is a failure’ and predicted that “when land be- 
becomes scarce .... [the Malthusian] evil will be upon them 
[Northern States] in full force.” An unidentifiable, R. E. C., 
declared that “slavery is a mighty bulwark against’ population 
pressure, “the chief, almost the only cause of social evils”; that 
slavery explains the slower increase in the white population of the 
South as compared to that in the North. “Free labor leads to 
superabundance of population.” Seemingly, not even education 
can check population growth where “‘there exists no well defined 
line of demarcation between the lowest class of society and the 
class immediately above it.”” There “downwards transition is easy 
and not attended with very much shame.” Hence northern 
tradesmen are as imprudent as laborers. In the South, since phys- 
ical labor is “degrading,” the southerner must “fit” himself for 
“something above’ physical labor and will refrain from marriage 
rather than “‘sink himself or his offspring to that level which is in 
his country that of the slave or the colored man.”’ Under slavery 
the employer can regulate the natural increase and distribution of 
slaves and prevent their superabundance, something the employ- 
er of “free labor” cannot do. Hence the writer refuses to open 


“our country to foreign or Northern emigration, and let loose 
without check .... the mighty engine of population,” later to 
seek “remedies . . . . in vain.”””” 

John Bascom, of Williams and Wisconsin colleges, author of 
twenty-two books, characterized Malthus’ “statements. . . . [as] 
one sided.”” While “the ever enlarging career of invention and the 
accumulative power of capital” lead to increasing returns in man- 


%© Southern Quarterly Review, XIX (1851), 219-23. 

"” Southern Literary Messenger, XXVI (1858), 401-3, 418; XXVII (1858), 87-92. 
That pride and prudence were the possession of but a few is common belief. E.g. see 
G. S. Callender, The Economic History of the United States 1765-1860 (New York, 
1909), PP. 741-43, 792-93. Cf. R.E.C.’s view with Gillette’s, below, n. 67. An anon- 
ymous writer in the Richmond Enquirer (March 3, 1832) urged that the increase of 
the white population was checked by the fact that slaves performed all the common 
labor, “For, as some intelligence or property is required to enable a man to belong 
to either of the first two classes above enumerated [professional men, capitalists, 
proprietors, and artisans], and so no one with ordinary self-respect can submit to 
sink below them, and become outcasts, the immediate tendency of the supernumer- 
ary members is to emigration” (cited in The Pro-slavery Argument, pp. 363). 
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ufacturing, diminishing returns characterize land and mines and 
thus limit the productivity of all industries dependent on land and 
mines. Improved methods and tools but temporarily check di- 
minishing returns. Population pushes cultivation to inferior lands 
and universally tends “‘to exhaust the gifts immediately made it.” 
Wages depend upon the “ratio of population to capital,” upon the 
“wages fund or. . . . capital set apart to pay wages.” The size of 
this fund depends upon the productivity of labor and upon the 
habits of capitalists and laborers. Since laborers, by “lessening 
the number’”’ who seek work, can raise wages, it behooves the 
working class to be “prudent,” have “proper” habits, and defer 
marriage.” In 1895 Bascom declared the Malthusian prophecy, 
while theoretically valid, unjustified, in view of the counteraction 
of social and biological correctives. He expounds in nebulous 
terms a modified wages-fund doctrine.” 

J. T. Champlin, president of Colby, declared wages to be fixed 
by the ratio of labor to the wages-fund, whose size is fixed by the 
“security of property” and the “frugality of people.” Champlin 
also admitted the theory of soil exhaustion and stated that inven- 
tions could at best postpone the operation of diminishing returns 
in land.” Otherwise population is ignored. A. B. Mason and J. L. 
Lalor™ and J. Alden* repeated the simple wages-fund formula. 
The latter declared that “production and borrowing” of capital 
had offset population growth in the United States. 

F. B. Hawley, a cotton broker, in a work concerned primarily 
with the effects of changes in the capital—population ratio, par- 
ticularly in respect to business fluctuations*—observes that the 
demand for labor is fixed not by the “amount of commodities 
physically available for the wages fund, but [by] the amount that 

8 Political Economy (Andover, 1859), pp. 37-47, 77, 119-26, 171-73, 178, 183. 

* Social Theory (New York, 1895), pp. 125-26, 129, 142-43. 

» Lessons in Political Economy (New York, 1868), pp. 178-80, 186-88. 

* The Primer of Political Economy (Chicago, 1875), pp. 22-28. 

* First Principles of Political Economy (Syracuse, 1886), p. 56. 

* Capital and Population (New York, 1882). Hawley, an admirer of Mill and 
Ricardo, develops a thesis of capital overaccumulation similar to that of Malthus. 


Hawley’s later writings have dealt with the relation of risk and profit. See also his 
criticism of Atkinson, Quarterly Journal of Economics, Vol. II (1887). 
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can be employed with profit as active stock.’”’ Accordingly, al- 
though he admits that an increase in per capita income will stimu- 
late population growth, he denies that a high wage rate or a low 
rate of profits stimulates population growth. Rather, when the 
wage rate is not too high relative to the rate of profits, popula- 
tion growth will be most encouraged, for then a larger proportion 
of the working population will be employed and the average in- 
come of necessities and comforts for the working population (em- 
ployed and unemployed) will be at a maximum. He admits, how- 
ever, that an increase in numbers lowers the margin of cultiva- 
tion and hence reduces net per capita income.” 

Hawley, in brief, seems to be making two points: (a) that since 
relatively more persons are employed in “good” than in “lean” 
years, average real income will be higher in “good”’ years and fertil- 
ity, as a consequence, will be encouraged; (b) if wage rates are 
rigid and fail to fall to a level where it is profitable to employ 
labor, the per capita real income of the working population will be 
less than if wage rates are lower. Consequently, if rates are too 
high, population growth will be less than if wage rates were lower. 

Hawley gives expression to a kind of optimum concept. “If the 
income per capita . . . . is growing larger,” a people is “enjoying 
economic progress; if smaller,” retrogression occurs irrespective of 
whether the “total wealth and population” are increasing or de- 
creasing.**> He defends the protective tariff on the ground that it 
secures the most economic distribution of population.” 


II 


George Tucker, originally an anti-Malthusian (cf. Part I of this 
article in the preceding issue of this Journal), later contended that 
the returns from land are limited and that the supply of arable 
and potentially arable land is fixed. Hence, in view of man’s 
“powerful tendency to multiply,” the quantity and quality of 
food composing the laborer’s real wage will fall until the latter 
gets just “the quantity required for his subsistence.” At this 
level population will be stationary. The wage of the lowest class, 

«4 Capital and Population, pp. 15-17, 58-60, 114-18. 

% Ibid., p. 132. % Ibid., chap. xv. 
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recruited from the ex-well-to-do, etc., will “barely afford subsist- 
ence” to the individual; only the higher classes will get enough 
above a subsistence income to increase their numbers and offset 
the failure of the indigent to replace themselves.” 

Tucker, like Raymond, held slavery to be a check to industry, 
since slavery caused the whites to consider “bodily labor ... . 
degrading.” Accordingly, Tucker predicted that because of popu- 
lation pressure “it will be impossible to prevent” the emancipa- 
tion of slaves in the “most advanced stages” of society. Free labor 
will be more industrious and cost less to maintain.* While Tucker 
admitted that men might not marry until they had attained a “par- 
ticular mode of living,” he believed that the “prudence” and 
“pride” required for such restraint “rests on a better constitution 
of manners and laws than the world has yet exhibited.’”” In a 
controversy with A. H. Everett, Tucker contended that popula- 
tion growth depresses wages in view of the following assump- 
tions :*° 

” The Laws of Wages, Profits, and Rent Investigated (Philadelphia, 1837), pp. 25, 
28-29, 39-41, 100, 112. Tucker developed no theory of natural selection as did 
Sturtevant (see Part I of this article). He expressed no opinion of poor-relief. 
Since the opulent class enjoys a margin above subsistence, this class constitutes a 
“breakwater against the dangers of scarcity.” For in times of stress this margin 
will feed the non-opulent. Hence private landownership and private receipt of rent 
are superior to common property, for under the latter there would be no margin of 
safety (pp. 42, 45, 176-77; cf. Malthus [Everyman ed.], II, 146-47). Tucker’s 
work was praised in the Southern Literary Messenger, IV (1838), 341. For his criti- 
cism of Ricardo see pp. 61-63, 74, 76, 95, 100, 101, 112, 117, 121, 155. 

8 Op. cit., pp. 48-49, 164-67. During the discussion of the relation of the federal 
Constitution to slavery at the Constitutional Convention, 1787, Oliver Ellsworth, of 
Connecticut, advised leaving the matter to the states since, ‘‘as population increases, 
poor laborers will be so plenty as to render slaves useless.” See C. A. and M. R. 
Beard, The Rise of American Civilization (New York, 1930), I, 320. 

* Ibid., pp. 23, 25, 254. Tucker used the real wages of India, England, and the 
United States to show that low wages and a dense population went together (pp. 28- 
29). 

»® Democratic Review, XVII (1845), 298-99; see also Vol. XXI (1847), and XXII 
(1848), 11-18, where Tucker contends that China is overpopulated and poverty- 
ridden. In a letter to Everett, Tucker states that when he first read Malthus’ Essay 
“it appeared to me to afford so dangerous an apology for bad government, and to 
present so cheerless a view of human society, that I revolted at it, and felt assured 
that it was founded on fallacies.” Reading later persuaded him that “Malthus’ 
premises are in the main true.” However, it is as reasonable to argue that man needs 
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1. All but a minor amount of food (“‘products of the waters’) comes from the 
earth. 

2. Hence there are “natural limits, which cannot be exceeded” to the quan- 
tity of food. 

3. Because of his “propensity of multiplication” man will double his num- 
bers in a given time unless counteracted by want of food, disease, etc. 

4. “When it is uninfluenced by these considerations, the faculty of doubling 

. .isin every stage of its progressive increase, as great or nearly as great 
as it was at first.” 

5. “The quantity of human aliment which any portion of earth can produce, 
until its limit is reached,’’ depends upon soil fertility, skill, and human 
industry. 

6. An area’s population-supporting capacity is determined by the quantity 
and quality of food it can produce. 

7. The means of subsistence are unevenly distributed, some persons having 
plenty and others barely enough to support life. 


Men, when they have placed all the best land under cultivation, 
must improve husbandry, go to inferior soils, cultivate in the stage 
of diminishing returns, or import raw produce, if ‘‘a further acces- 
sion of numbers” is to be fed. Only the first course of action fails 
to raise the price of “raw produce.” But improvements are lim- 
ited. Hence the price of raw produce is bound to rise and wages 
are bound to fall, if population continues to grow, despite the fact 
of increasing returns in manufacturing. An increasingly unfavor- 
able exchange ratio of manufactured goods against food and a de- 
creasing capacity on the part of food-exporting countries will limit 
food imports.* 

Tucker was the first writer to determine statistically that the 
rate of increase of the American stock of 1790 was declining. Anal- 
ysis of the returns of the census of 1840 and of the volume of 
immigration indicated: (a) that the ratio of children under ten to 


a strong propensity to survive “as to say that vice and misery [in default of moral 
restraint] are necessary to check the undue force of that propensity” (XVII, 208). 
He still believed, however, that Malthus “overrated the multiplying propensity,” 
for the “‘evils of redundancy” may be averted through “prudence” and “under the 
best form of government,” the democratic (XXII [1848], 12). 

# Ibid., pp. 301, 381-82, 384-85. Later, in reply to Everett’s arguments that in- 
dustrial progress and food imports will relieve population pressure, Tucker stated 
that “improved husbandry” and the “profits of foreign commerce” may “for a time” 
counteract the pressure of numbers (XXII [1848], 17). 
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women had declined in every state; (b) that, if allowance were 
made for post-1790 immigrants and their descendants, the rate of 
increase of the American population had been falling since 1800. 
It followed that checks were in operation despite the plentitude of 
subsistence. Tucker attributed this decline to the “pride” and 
“prudence” produced in the American population by American 
political institutions, by the “higher standard of comfort with 
which the American people start,” and by the increase of the rela- 
tive number of wealthy and of persons living in cities.** Assuming 
a declining rate of increase, Tucker predicted that, depending on 
the volume of immigration, the United States would contain 
seventy-four to,eighty millions in 1900. He repeated his predic- 
tion that population pressure would press wages below the cost of 
maintaining slaves. 


3» Progress of the United States in Population and Wealth in Fifty Years (New 
York, 1843), pp. 89-105. See also Hunt’s Merchant’s Magasine, VIII (1843), 241, 
330-33; Census of 1860 on Population, pp. xxix-xl. J. C. G. Kennedy secured a simi- 
lar result on the basis of data available in 1860 (Census of 1860, p. xl). Tucker’s 
analysis has been confirmed by Walter Willcox (Publications of the American Statisti- 
cal Association, XII [1910-11], pp. 490 ff.). In 1835 Tucker declared that the predic- 
tions of Franklin and Malthus had been fulfilled, that as yet there was no warrant 
for the opinion that the rate of increase would decrease, that the American popula- 
tion would grow to a density of one hundred persons per square mile, and that 
within less than a lifetime the American population would number 100,000,000 (see 
Southern Literary Messenger, 1 [1835], 414). In 1832, ina Senate Committee report 
prepared under the chairmanship of Henry Clay, it was stated that “the principle of 
population is presumed to have full scope generally in all parts of the United States” 
(see E. L. Bogart and C. M. Thompson, Readings in the Economic History of the 
United States |New York, 1916], p. 451). 

33 Progress, chap. xiii, pp. 106, 109. Two years later, having criticized S. Gray’s 
assumption that two acres would support one person in Great Britain, Tucker stated 
that “difficulty of subsistence” will not check numbers until there are sixty to eighty 
persons per square mile. He declared further that population pressure would not be- 
come great enough in the United States to cause the “sufferings” described by Mal- 
thus. For, with the cities “which cannot keep up” their numbers being recruited 
from the country, numbers will become stationary at a level “consistent with the 
general comfort of the people” (Democratic Review, XVII, 302, 388). 

In 1815 Elkanah Watson predicted that the American population would number 
100,000,000 in 1900, thus supposing a continuation of the 1790-1810 rate of increase. 
The Boston Recorder in 1816 predicted an American population of 224,000,000 in 
1925 while J. Bristed fixed the future American population capacity at 500,000,000 
(see Port Folio, XIII [1816], 84; ibid., June, 1818, p. 472). Kennedy, ignoring his 
own observations and his criticisms of Tucker set down Watson’s prediction as his 
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In his final work,* published just before the Civil War, Tucker 
again expresses the conditional optimism which ran through his 
Progress. For having noted in the census of 1850 a continuation of 
the diminution in the ratio of children under ten to women, he 
states that “there is some ground for the hope that the high stand- 
ard of comfort which has ever existed in the United States may 
prove a timely and efficient check to a redundant population; and 
this gratifying view derives support from the high degree of self- 
respect which is a natural consequence of our form of government, 
and which is felt by the humblest of our citizens.’ He doubts the 
cause of the decline in the ratio to be a “greater mortality of the 
children” or “less prolificness of women.” The “most rational ex- 
planation of the fact is to suppose a short postponement of the 
average age at which females marry. It is for time to show wheth- 
er this diminution has been produced by a change in manners, 
which has its limit, or by causes that will continue to act, so that 
our population will not pass, or much exceed their present high 
standard of subsistence.’ 

If, however, population is unchecked by prudence or calamities 
“the lowest wages to which competition can reduce the laborer 
will be enough to support himself and a family of an average num- 


ber in the ordinary mode of subsistence.”’*? He repeats the sug- 
gestion made in 1837 and in 1843 that “long before that density 
has reached its maximum, the price of labor will have so fallen 
that the value of a slave will not repay the cost of rearing him; 


own (0p. cit., pp. ix, xxxix-xl). J. D. B. de Bow, on the basis of the most likely of 
eight assumptions, gave a figure nearly identical with Watson’s (Compendium of 
Census of 1850, p. 130). Abraham Lincoln, in his messages to Congress gave higher 
figures (Census Monograph, I [1922], 22). Kate McKean sought to attribute thc 
bulk of the population increase prior to 1850 to immigration in order to support the 
view that the rate of natural increase was too low to constitute a threat of overpopu- 
lation (Manual of Social Science, p. 437). 

4 Political Economy for the People (Philadalphia, 1859). 3s P. 81. 

36 Tbid., p. 82. Tucker here finds Malthus’ opinion relative to poor relief “repug- 
nant to our natural sympathies”; it “confounds imprudence with depravity.” 
Tucker recommends the provision of workhouses for the jobless able-bodied and the 
prevention, if feasible, of early marriages (ibid., pp. 220-22). 

37 Ibid., p. 82. On p. 83 he fixes the wage at a “minimum... . no more than is 
necessary for his subsistence.” 
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in which case slavery, no longer profitable to the master, will natu- 
rally expire.” He fixed the date for this natural expiration of slav- 
ery between 1900 and 1920. 

Tucker stands out as an acute thinker in a period when acute- 
ness was conspicuously rare. He showed himself willing to alter 
his views. He avoided the wages-fund fallacy but implied that 
there is a rather fixed food fund. He was the first to attempt to 
measure the native rate of increase and the first to show a grasp 
of the factors influencing population growth in the United States. 
His writings show some inconsistency, but much of this disappears 
when considered in connection with the context. 

Tucker’s work exercised little influence, apparently. Ezra C. 
Seaman,” of Detroit, apparently had read Tucker’s works. Sea- 
man noted the decline in the proportion of children; he predicted 
that the rate of decrease would fall 1-2 per cent per decade in the 
North and slightly less in the South until the increase per decade 
would be 6-8 per cent in the North and 3-4 per cent in the slave 
states.*° 

Climate, comforts, early marriages, war, pestilence, and famine 
“affect population directly.” Government and religion affect it 
indirectly by their effects on industry, economics, and comforts. 
In the absence of wars, population generally increases as fast as 
comforts above the fortieth degree of latitude but not over 3 per 
cent annually; below the fortieth degree, “climate preponderates 
over all other causes.”’** Since food “‘comprises but a small part of 
the means necessary to promote life,” increase of food does not 
determine population increase. As countries grow older and in- 


% Ibid., pp. 88, 89. He seems anxious to show that this date is not “removed to 
an indefinite distance”; hence he assumes successive doubling periods of twenty-five, 
twenty-six, and twenty-seven years to suggest the possibility of an American popu- 
lation of 240,000,000 in 1937 (p. 89). 

3” Essays on the Progress of Nations (New York, 1846). Seaman favored tariff pro- 
tection on the grounds that diversified industry multiplied employment (pp. 349, 
455)- 

# Ibid., pp. 364, 423-24. J. H. Alexander observed that the rate of increase in 
Baltimore and the United States was decreasing, thus serving “‘to show the tendency 
of population to become stationary”’; he also noted a fifteen-year cycle in Baltimore 
mortality (see Banker’s Magazine, III [1849], 461-62, 536). 


* Op. cit., pp. 349, 320. 
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dustrial cities develop, wealth increases, luxury is diffused, and 
early marriages become less common than among frugal agricul- 
turalists. Hence the rate of increase falls.” 

Governor Fred Holmes of Virginia reflects Tucker’s influence. 
Holmes said Malthus was “right.’”’ For since the “determinate 
boundaries [of]. . . . space” limit the “productive capacity in ani- 
mals and vegetables useful for man,” and since “the consequent 
limitation of subsistence”’ restrains the “productive power in pop- 
ulation,” despite continued progress “in theory at least, the time 
must at last arrive when the failure of land, and the attainment of 
its maximum of production, must be an insuperable bar to any 
further advancement.’ 


III 


Of the post-Civil War Malthusians, Francis A. Walker, son of 
Amasa Walker, statistician, economist, and educator, was the 
most prolific and probably the most influential writer on popula- 
tion.“ Walker rejected the wages fund, based Malthusianism up- 
on the laws of returns, analyzed the socio-economic factors influ- 
encing population growth, and developed the proposition that im- 
migration does not increase population. 


Walker held that diminishing returns prevail in the extractive 
industries while constant returns prevail in “‘the creation of val- 
ues . . . . by mechanical processes.” Diminishing returns charac- 
terize “the whole body of agricultural produce, . . . . the raw ma- 
terials of all manufactures, and the subject matter of all trade and 
transportation, coming originally from the soil.’”” Hence, though 


# Ibid., pp. 319, 364, 423. 

“ De Bow’s Review, XXI (1856), 223-25, 229. Population was not again discussed 
.a this review except in March, 1869 (XXXVII-XXXVIII, 245), when the editor, 
R. G. Barnwell, favored immigration into the South “to relieve individual disen- 
franchisement and suppress negro influence . . . . [and to restore] prosperity.” 

“4 See especially The Wages Question (New York, 1876); Political Economy (New 
York, 1883); Discussions in Economics and Statistics (2 vols.; New York, 1899). 
Walker’s able contemporary, C. F. Dunbar, first professor of political economy at 
Harvard, wrote nothing on population except a criticism of Carey’s resort to a “‘con- 
ectural physiological law” and of the allegedly shallow anticlassical arguments of 
cne early American economists. Dunbar approved the approach and doctrines of 
Ricardo, Mill, and Cairnes (see North American Review, CXXII [1876], 139-40; 
Quarterly Journal of Economics, 1 [1886], 1-27). 
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returns are constant in “‘the creation of value by mechanical proc- 
esses,”’ it follows that “the cost of manufactured products will in- 
evitably be enhanced,” the relative enhancement being greatest 
among those “in which the cost of the material is relatively 
large.’*5 Invention but counteracts population growth. 

Inevitably, however, the increase of population will bring about the condi- 
tion when an increasing labor power and capital power must struggle with a 
decreasing capability of the soil. Mechanical inventions, chemical discov- 
eries, may long postpone the diminution of the per capita product; all im- 
provements in the industrial character of the working classes, or in the organ- 
ization of labor, enable a larger population to be supplied without reduction 
in the quality of their subsistence; but not the less is the power of the factors 
of production steadily on the decline.“ 

The effect of an increase in numbers upon wages is not ex- 
plained in terms of the wages-fund doctrine.” The effect of an in- 
crease in population is governed by whether or not a country is in 
the stage of increasing or diminishing returns. If wages fall, it is 
because per capita production has fallen and not because the 
“wages fund” must be distributed among a greater number. 

Walker held the essential thesis of Malthus to be sound despite 
its having been “a butt for the headless arrows of beginners’’ and 
the subject of “cheap wit and cheaper logic.’’ Malthus reached 
three results, of which the first two are indisputable and only the 
third possibly open to criticism. Population has first the “power 
. . . . to increase faster than subsistence”’; second, the “tendency 
. . . . 80 to increase,” since passing into diminishing returns does 
not check propagation; third, “the determination . . . . so to in- 
crease,’ since the sexual instincts operate despite reason, pru- 
dence, privation, and squalor.” 

While he admitted that population growth is desirable within 
the stage of increasing returns and implied that there is an opti- 
mum balance between numbers and resources, Walker intimates 


4S Political Economy, p. 38; Wages, p. 98. 

# Political Economy, pp. 71-72. 

47 Walker held that “it is production, not capital, which furnishes the motive for 
employment and the measure of wages” (Wages, pp. 138-51; Political Economy, 
pp. 381, 382-84; North American Review, CXX [1875], 84-119). 

# Wages, pp. 106-7. 
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that few peoples have checked their growth at this point and that 
few are likely to do so.” He concludes: 

Meanwhile the doctrine that there resides in nearly all races and tribes of 
men a strong, urgent, persistent disposition to carry the increase of popula- 
tion beyond the limits of adequate subsistence; that very few, even among 
the noblest of communities, have shown the capability to check reproduction 
at the line of the highest per-capita production of food, clothing, shelter and 
fuel; that, if this line be once overpassed, the procreative force proceeds 
thereafter with augmented force; that, if the desire of luxuries and decen- 
cies does not prevail to stop the increase of population, the fear of losing 
necessaries and even the actual experience of privation and suffering almost 
certainly will fail to do so; that, through the dominion of this imperious in- 
stinct, nearly all communities of men are under the constant imminence of 
being swept away into misery, squalor and disease, as the result of excessive 
population, if not into famine, pestilence and internecine war, as the sole 
means of relieving the overburdened earth, this doctrine which we term 
Malthusianism has stood unshattered, impregnable, amid all the controversy 
that has raged around it.» 

Walker treated the procreative force as a variable whose 
strength is greatest when conditions of life are most ‘“‘meagre and 
squalid.”” With Senior he finds the great preventive check after 
diminishing returns set in to be “the fear of losing decencies.’’* 
“Newly awakened” desires likewise serve as checks for they “can 
not be gratified out of the existing fund of wealth, unless the pro- 
creative force receive a check.”” A new want therefore checks pop- 
ulation growth by inducing celibacy, causing postponement of 
marriage, or diminishing the birth-rate within the married state.” 
The appearance of economic desires above the subsistence level “is 
governed by the moral and the social characteristics of each race 
or tribe of men.’’*’ Walker observed, as had various American, 
English, and French writers, that the French system of land 
tenure and inheritance laws apparently kept “‘even the peasantry 

. . alive to the inexpediency of rapid multiplication.’’™ 

Walker related the standard of living to both the supply and 
the mobility of labor. Accordingly, the level of wages correlates 

4” Political Economy, pp. 317-18; ibid. (3d ed., 1887), pp. 35 ff., 310. 

%® Ibid., pp. 318-19; ibid. (3d ed., 1887), pp. 313-14. Italics mine. 

St Political Economy, pp. 310-17. 83 Ibid. 

5 Ibid., p. 314. S Ibid., p. 317. 
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positively with the level of the standard of living. ““The necessary 
wages of every country are fixed by the habits of living among the 
people and . . . . at any given time there is a point below which 
wages cannot go without diminishing the supply of labor.’’s 

Postponement of marriage enables the young worker to leave 
an overcrowded occupation or locality and obtain a higher wage 
elsewhere. The resulting reduction in relative overcrowdedness 
also raises the wages of those who cannot leave the overcrowded 
area or occupation. In a dynamic society, said Walker, mobility 
of labor, a prerequisite of high wages, is at a maximum only if a 
large proportion of the working class is unmarried.” 

The decline in the rate of population growth, revealed by the 
census of 1870, led Walker to examine the factors influencing 
natural increase. He attributed the decline in rate of increase be- 
tween 1860 and 1870 to the effect of the Civil War upon immigra- 
tion, natality, and mortality, and to the increase in the practice of 
abortion and contraception. The increase of these practices Walk- 
er attributed to the urbanization and the industrialization of the 
country, to the growth of “the distinction between the very rich 
and the very poor’ (caused in part by the gold discoveries in 
California and Australia); and to the spread of luxury, fashion, 
and “boarding out.’’ He intimated that “the perpetuation of our 
native stock” is threatened, that the rate of national increase 
would decline between 1870 and 1880. He predicted that the 
population in 1900 would not exceed seventy-five millions on the 
grounds that the rate of increase would be reduced by the comple- 
tion of the settlement of the West, by further industrialization, 
by the multiplication of costly tastes, and by the breaking-up of 
the functions and habitat of the family. He dismissed the then 
current theory that natural fecundity was declining.” 

ss Wages, pp. 115, 119. 

% Ibid., pp. 354-56; see also chap. xi. “Until you secure mobility to adult labor 
you will fail to find it in the rising generation” (p. 203). 

st He dates the basic changes “in the social and industrial life” from “about 
1850,” but adds that love of luxury had not become developed or widespread prior to 
1860 (Discussions, 1, 43, 121, 206, 441; Census of 1870, I, xix, xxiv, xviii). Both 
Walker’s prediction as to the future rate of increase and that relative to the popula- 
tion of 1900 were practically fulfilled. Despite the fact that the volume of immigra- 
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In 1891 Walker expressed the view that foreign immigration 
had depressed the native rate of increase. Immigration has 
“amounted not to a re-enforcement of our population but to a 
replacement of native by foreign stock If the foreigners 
had not come the native element would long have filled the places 
the foreigners usurped.”’* Walker inferred this conclusion from 
the fact that Elkanah Watson’s predicted figures for 1840 and 
1850 deviated but a fraction of 1 per cent from the observed fig- 
ures despite the heavy immigration of 1830-50. Walker thus as- 
sumed Watson’s hypothetical rate of increase (that of 1790-1810) 
to be the true rate in the absence of immigration. Walker cited 
in support of his proposition the facts that the native rate of in- 
crease began to fall only after immigration had become heavy and 
that the native birth-rate was lowest in those sections where im- 
migrants were relatively most numerous. On two grounds he 
denied that these relationships were coincidences or were the re- 
sult of the immigrants’ coming because the natives were “‘rela- 
tively declining.”’ First, when the immigrants began to come the 
native Americans limited the size of their families to preserve 
their standard of living. They became “reluctant to bring forth 
sons and daughters to compete in the market for labor.’”’ Second, 
“access of the foreigners’ shocked the “acutely sensitive ... . 
principle of population.”’ The natives lost what Rae would have 
called the effective desire for offspring.” Their sentiments were 
shocked. 


tion was greater in 1870-80 than in 1860-70, the total American population in- 
creased only 26 per cent during the decade ending in 1880 compared to respective 
increases of 26.6 and 35.6 per cent during the decades 1860-70 and 1850-60. In 1900 
the total American population numbered 75,700,000. Walker sharply criticized, as 
did Edward Jarvis (Adantic Monthly, XXIX [1872], 454-68), the contentions of L. 
Schade, F. Kapp, K. McKean, etc., that the native population increased only 1.38 
per cent per annum and that the American population was predominantly derived 
from post-1790 immigrants. This misrepresenting rate of native natural increase 
was obtained by comparing the children reported as under one year of age in the 
census returns to the entire native population. Walker showed that the figures of 
Schade, Kapp, etc., required every immigrant female “to bear 18.07 children each 
year” (see Discussions, II, 419-20.) 


88 Discussions, Il, 425. 9 Ibid., pp. 121, 422-23, 441. 
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Throughout the Northeastern and Northern Middle States, into which, 
during the period, under consideration, the newcomers poured in such num- 
bers the standard of material living, of general intelligence, of social decency, 
had been singularly high. Life, even at its hardest, had always had its luxu- 
ries; the babe had been a thing of beauty, to be delicately nurtured and proud- 
ly exhibited; the growing child had been decently dressed, at least for school 
and church; the house had been kept in order, at whatever cost, the gate hung, 
the shutters in place, while the front yard had been made to bloom with sim- 
ple flowers; the village church, the public school house, had been the best 
which the community, with great exertions and sacrifices, could erect and 
maintain. Then came the foreigner, making his way into the little village, 
bringing—small blame to him!—not only a vastly lower standard of living, 
but too often an actual present incapacity even to understand the refine- 
ments of life and thought in the community in which he sought a home. Our 
people had to look upon houses that were mere shells for human habitations, 
the gate unhung, the shutters flapping or falling, green pools in the yard, 
babies and young children rolling about half-naked or worse, neglected, 
dirty, unkempt. Was there not in this a sentimental reason strong enough to 
give a shock to the principle of population? But there was, besides, an eco- 
nomic reason for a check to the native increase. The American shrank from 
the industrial competition thus thrust upon him. He was unwilling himself 
to engage in the lowest kind of day-labor with these new elements of popu- 
tion; he was even more unwilling to bring sons and daughters into the world 
to enter into that competition. For the first time in our history, the people of 
the free States became divided into classes. Those classes were natives and 
foreigners. Politically, the distinction had only a certain force, which yielded 
more or less readily under partisan pressure; but socially and industrially 
that distinction has been a tremendous power and its chief effects have been 
wrought upon population. Neither the social companionship nor the indus- 
trial competition of the foreigner has, broadly speaking, been welcome to the 
native.© 

Walker’s contributions require no further comment. His treat- 
ment of diminishing returns and of the “wages fund’’ has been im- 
proved upon but not rejected. His immigration theory has never 
won unanimous support. The late W. S. Rossiter found support 
for it in the fact that the natives in the practically immigrant- 
free South had increased nearly as much as the population in the 
North despite the influx of immigrants into the North. F. A. 

© Tbid., p. 423. 

% “Tncrease of Population in the Unitd States, 1910-20,” Census Monograph 


(Washington, 1922), No. 1, chap. ix; see also A Century of Population Growth 
(Washington, 1909). Rossiter, having concluded that the native stock was dying 
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Bushee declared that immigration will increase population only if 
a region is sparsely settled® and that consequently immigration 
had probably not increased the population of the eastern states 
after the eighties. Alvin Good® and J. R. Commons™ express a 
somewhat similar view. R. Mayo-Smith, S. G. Fisher, C. D. 
Wright, R. Hunter, M. Davie, and H. P. Fairchild have supported 
Walker on a priori grounds.® W. A. Rollins, who found a close 
correlation between the decline in the family size of college grad- 
uates and the American birth-rate on one hand and the volume 
and accumulation of immigration on the other, declares that the 
“economic pressure’ of immigrants depressed the native birth- 
rate. J. M. Gillette found “the force of both urbanism and for- 
eign born together upon increase is . . . . +0.88.”” He concludes 
that these are the two strongest factors influencing the native 
white birth-rate.” Willcox, having split the country into sections, 
found different rates of increase for each section prior to 1845. 
He concludes that “each part of the United States grew in re- 
sponse to its own conditions,” that “the approximate uniformity 
in the rate of increase during the early decades of the last century 
was due largely to the cheapness and accessibility of good agricul- 
tural land on the frontier,’ and that the true view lies between 


out, stated that “immigration is imperatively needed to perpetuate the popula- 
tion of the United States; immigration contributes the distinctively industrial ele- 
ment of the nation, and has brought supremacy in all the arts of peace” (Review of 
Reviews, XX XV [1907], 326). In subsequent years Rossiter apparently changed his 
opinion somewhat, for he stated that it was not necessary that the population in- 
crease at all so long as its qualitative composition remained intact (Annals of the 
American Academy of Political and Social Science, XXXIV [1909], 71-81; Adantic 
Monthly, CII [1908], 212-19). 

& Principles of Sociology (New York, 1923), pp. 309-16; Popular Science Month- 
ly, LXIIT (1903), 355-61. 

% Sociology and Education (New York, 1926), p. 482. 

% Chautauquan, XXXTX (1904), 225. 

6s See especially Fairchild, Immigration (New York, 1925), chap. xi. 

% Journal of Heredity, XXI (1930), 398. 

% Social Forces, V (1926), 47, 50-51. Gillette concludes that, since the presence of 
negroes correlates with a higher than average rate of native-white increase, the dif- 
ference “‘is due to the fact that the negro occupies a position of status in our nation 
whereas the immigrant does not.” 
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that of Walker and that of those who completely reject Walker’s 
theory. Goldenweiser criticized Walker’s proposition on the 
grounds that the American birth-rate began to fall before immi- 
gration became appreciable, that the birth-rate declined in coun- 
tries which had experienced no immigration, and that the decline 
in the birth-rate was attributable to urbanization, the emancipa- 
tion of woman, the postponement of marriage, the increase in 
wealth and luxury, and the spread of contraceptive knowledge.” 
Goldenweiser’s criticisms do not refute Walker; they but show 
that the decline in the birth-rate is the product of a plurality of 
factors. 

Walker’s contemporaries, with the exception of David A. 
Wells, supported Malthus without much qualification. Wells 
declared that Malthus “was entirely right from his standpoint on 
the then existing conditions” and that emigration alone would 
cure the poverty of Europe—a poverty attributable to overpopu- 
lation and heavy military expenditures. In the United States, 
however, the abundance of land formed a “barrier against want”’; 
no inevitable factors threatened America’s “material abundance.” 
To reason contrariwise one needed to assume that Providence de- 
signed a dependent class and an earthly incapacity to support the 
increasing needs of the population.” 

Simon Newcomb, a follower of Walker in respect to land rent, 
diminishing returns, and the “wages fund,” stated that those who 
opposed Malthus failed to realize that the latter had but dem- 
onstrated what would happen “‘if the tendency to propagate should 
act without any restraining influence.”” J. L. Laughlin, a follower 
of J. S. Mill and a sharp critic of American writers, noted the in- 
stitutional nature of such checks to fertility as the French system 
of land tenure and concluded “that there is a ‘constant tendency 
in all animated life to increase beyond the nourishment prepared 


® International Migrations (New York, 1931), II, 103. 

% American Journal of Sociology, XVIII (1912-13), 345-50. 

» Practical Economics (New York, 1885), pp. 235 ff., 254-55, 257; Recent Eco- 
nomic Changes (New York, 1889), pp. 330-31. 

™ Principles of Political Economy (New York, 1886), pp. 107, 113. Newcomb was 
familiar with existing birth statistics and showed strong eugenic leanings. 
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for it.’””” S. F. Hershey, noting the limits to agricultural prog- 
ress, recommended control of population growth. “To educate is 
the only hope.””? W. N. Griswold, advocate of co-operative dis- 
tribution, merely condemned the importation of immigrant la- 
bor.* R.R. Bowker, while admitting diminishing returns in land 
and “in machinery to some extent,” believed that more machines 
and newer methods would forestall population pressure.” 

T. W. Knox wrote that the diminution of population checks 
had robbed Europe of the fruits of science and invention.” R. A. 
Proctor, apparently a follower of Mill, rejected Greg’s suggestion 
that men substitute vegetable for animal food in order to increase 
the population capacity of the earth. The human race has more 
important values than “mere increase of population.” Emigra- 
tion afforded no permanent relief for overpopulation, already im- 
minent in Europe, according to Proctor who recommended regu- 
lation of parental responsibilities. He condemned European laws 
designed to regulate marriage which is an “individual” matter.” 

William Graham Sumner stated the population problem in 
terms of the land-population ratio, later called the man-land 
ratio. In 1885 he wrote: ‘Population increases up to the limit 
of the sustaining power of the land at a given stage of the arts 
and under a given standard of living, or, mortality and reproduc- 
tion are equal at the limit, on a given stage of the arts, and with a 
given standard of living.””* In a work which, while published later, 

See Laughlin’s edition of J. S. Mills’s Principles of Political Economy (New 
York, 1887), pp. 38, 41, 116-19, 239-42; The Elements of Political Economy (1887), 
pp. 28-31, 37-39. Laughlin came close to defending the wages-fund doctrine. E.g., 
see Ailantic Monthly, LII (1883), 129. 

73 The Science of National Life (Burlington, Iowa, 1884), pp. 462-65. 

™% A Consideration of the Wealth and Poverty of Nations (San Francisco, 1887), pp. 
146-51. 

18 Economics for the People (New York, 1886), pp. 122-23. 

% Forum, III (1887), 96-101. He writes that if the peace movement results in the 
disbanding of the existing armies, there will be a “fearful addition to the unem- 
ployed” of Europe. 

7 North American Review, CXXXV (1882), 547-63. 

% Problems in Political Economy (New York, 1885), p. 23. A. G. Keller, Sumner’s 
collaborator in later days, substituted “environment” for “land” in his (Keller’s) 
Societal Evolution (New York, 1923), p. 24. 
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reflects his early views in respect to population, Sumner attributes 
the “prosperity” and “all the other happy circumstances”’ of the 
Americans to their “living in a state of under population.” Under 
given conditions the standard of living regulates numbers. Other 
things being equal, that group will be strongest which “preserves 
all it procreates.”” Inasmuch as there seems to be a limit to im- 
provement in the arts, “limitation of fecundity is the only re- 
course to evade the Malthusian checks.’”’” 

C. Wood Davis, agricultural economist, employing the recent 
approach of East, Baker, and Gray, upheld Sir William Crookes’s 
prediction that the prevailing rate of natural increase, if con- 
tinued, would shortly bring about a world food shortage. Davis, 
on the assumption that each person requires 3.15 acres for his 
support, predicted that unless methods of production improved, 
the United States would have to import food, that the standard of 
living would fall, and that “the latter part of the nineteenth cen- 
tury will be known in future days as the era of plenty.’® Davis 
denied that history revealed evidence of an “increase in the yield 
per acre of well-farmed land.” 


IV 


In the closing period covered by our study, 1890-1910, Mal- 
thusianism was defended by nearly every economist of note with 
the exceptions noted in the preceding article. E. B. Andrews de- 
clared that, although diminishing returns in agriculture and min- 
ing may be temporarily checked by increased division of labor, 
improvements in methods, and “the law of increasing return” in 
“manufactures . . . . as a class,”’ the material improvement of the 


1 The Science of Society (New York, 1927) I, 5-6, 46, 82-85. Keller is co-author. 


% Forum, IX (1890), 231-41, 348-60, 460-74; X (1891), 291-305; XXVII (1809), 
1o1-13. Atkinson, in reply to Crookes, contended that by 1930 the American 
wheat lands would feed 130,000,000 without diminution in exports (Popular Science 
Monthly, LIV [1898-99], 146-62, 759-72). It is curious that no American Mal- 
thusian utilized the myth, prevalent until 1860, that the western half of the United 
States is a parched desert (see A. H. Hulbert, Soil: Its Influence on the History of the 
United States [New Haven, 1930], chap. xxi). For history’s refutation of Davis and 
Crookes, see J. S. Davis in Facts And Factors In Economic History (Cambridge, 


1932), PP. 733-54- 
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lot of the poor “is constantly checked by increased population.’* 
Man is confronted by three hard facts. The “earth’s stock of 
substances capable of sustaining human life is limited... . . 
Many of these are passing beyond man’s reach.... . Such 
utilizing of plant nutrition as is intrinsically possible must forever 
increase in cost.”” Hence, while no country is yet saturated, ‘“Mal- 
thus’ recommendations are in substance still needed”’; ultimately 
“either additional restraint must be applied, or a lessening per 
capita plenty will induce vices and diseases to which enough will 
succumb to let the others continue.” Man’s only hope lies in 
“spiritual salvation,” in shaking off ignorance and adopting the 
“morally” preventive checks.” 

S. M. McVane observed that, since there are ‘no more New 
Worlds to be opened up,” diminishing returns “must in the end 
prevail over human ingenuity.” The prudential check which is 
“already operative in every civilized community” and which 
“rests on the standard of living” may become more operative in 
proportion as wage reductions (caused by growing population 
pressure) strike at the ““comforts.”’ “The general level of wages in 
each country depends, in the long run, on the degree of self-con- 
trol practiced by the bulk of its people.’ 

Professor R. T. Ely wrote in 1889 that “the growth of popula- 
tion will test the worthiness of our civilization to endure.” He 
predicted that, unless immigration were placed under control and 
“prudence—in contracting marriage’ were practiced by all 
classes, there would not be “standing room” in the United 
States or “on the surface of the earth.’™ In later editions he 
suggests that the diffusion of prosperity may check population 
growth, that wages would be higher were population growth less, 


8 Institute of Economics (New York, 1888), pp. 56-57, 225; North American Re- 
view, CLV (1892), 603. 

82 North American Review, CLV (1892), 604-7; Wealth and Moral Law (Hartford, 
1894), p. 86. 

&% The Working Principles of Political Economy (1st ed.; New York, 1890); pp. 314, 
315, and 318 in 1897 ed. 

% Political Economy (New York, 1889), pp. 163-64. 
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and that “many workmen will do without marriage” if one cannot 
earn enough to “maintain his standard of life for a family.’ 

G. P. Osborne gave rather definite expression to the notion that 
there is an optimum population, given which, per capita income 
will be higher than if numbers are greater or less. Hence he op- 
posed immigration. 

There is reason to believe that a population of one million highly cultured 
people would afford opportunity for carrying the division of labor as far as is 
for the advantage of the race, and give practically all the economic advan- 
tages to be had from large numbers. . . . . When the number exceeds a cer- 
tain limit, in a given state of civilization and progress, there is less of the Re- 
sources of Nature for each one; this limit is the point of diminishing returns 
to labor bestowed on land.™ 
Osborne fails to distinguish between long-run and short-run “‘ad- 
vantage” and neglects to integrate his theory of returns in manu- 
facturing with his concept of an optimum. 

F. C. Hicks, foreseeing the possibility of overpopulation, ad- 
vocated control of population growth. He suggested that a rising 
standard of living served to check population growth.” C. J. Bul- 
lock, in a prior work,™ had dealt with Malthusianism in a similar 
fashion. Individual prosperity requires control of numbers. In 
the long run the customary standard of comfort checks popula- 
tion growth. Other things equal, numbers depend upon whether 
this standard remains constant, is elevated, or is reduced. In- 
creases in wealth will make for a permanent increase in prosperity 
only if these increases are accompanied by an elevation of the 
standard of living. 

Louis Harley emphasized the fact that, since the American 
frontier had disappeared, population pressure would rapidly even- 
tuate. He advocated immigration control. He suggested that the 


8s Ely and Wicker, Elementary Principles of Economics (New York, 1904), p. 268; 
ibid. (1930 ed.), pp. 427-28. In the later work it is noted that in parts of Europe the 
population is not replacing itself. 

% Principles of Economics (Cincinnati, 1890), pp. 79, 107, 111, 114. Osborne’s 
wording reminds one of Cantillon’s observations in his Essay on Commerce. 

87 Lectures on the Theory of Economics (Cincinnati, 1901), pp. 79-80. 

88 Introduction to Economics (New York, 1897), pp. 124-30; see also Quarterly 
Journal of Economics, XV1 (1902), 473 ff. 
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increasing economic independence of woman would depress the 
birth-rate and that a low birth-rate is both a cause and an effect of 
wealth.” A. Llano criticized G. de Molinari, who held that, since 
one must earn more than one’s own subsistence to support a fam- 
ily, there will be no increase in population if wages are too low to 
supply the excess “capital” required to maintain a family. Moli- 
nari’s theory explains how an equilibrium is established between 
the demand for and the supply of numbers but not “how that 
equilibrium is maintained.”’ Premature death, Spencer’s biologi- 
cal check, or “the psycho-economic check”’ are the real equilibrat- 
ing forces. In the light of current trends and the limited applica- 
bility of Spencer’s theory, “the psycho-economic check”’ will prob- 
ably be the chief equilibrator. Llano declared that since Europe 
had nearly reached the limit of food production, importation 
would have to be resorted to in ever increasing degree.” 

A. T. Hadley, in words that re-echoed Malthus, attacked the 
theory of Nitti who contended, as had Godwin, William Thomp- 
son, the socialists, and many optimistic writers, that an elevation 
in the level of comfort results per se in a decline in the birth-rate. 
The “exercise of prudence’”’ is the “common cause” of both the 
decline in the birth-rate and the elevation of the level of comfort. 
But prudence characterizes only the intellectual man. Prudence 
is a product of the institutions of the family and private property 
and of the psychological attitudes inculcated by these institutions. 
Prudence cannot be produced merely by equalizing the distribu- 
tion of the results of labor unless this distribution is based upon 
capitalistic motives and property ownership. Destroy the institu- 
tions of the family and private property, give the substance of the 
prudent to the children of the shiftless, and psychological attitudes 
will be changed and both intellectual morality and capital will be 
destroyed. A high comfort level will not long be associated with a 
low birth-rate. For population pressure will be minimized only if 
the prudent man has “control of the results of his labor.” Hadley 
declared that America would not much longer be a land of increas- 
ing returns and that social progress required that numbers be 
kept “within the limits set by improvements in the arts.” He add- 

% American Magasine of Civics, VI (1895), 13-21. 
%” American Journal of Sociology, V (1899), 648-70. 
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ed, however, that the French and the native Americans were too 

“prudent” and were incurring a “waste of nerve power” which 

might offset the gains in capital.” 

H. J. Davenport, in 1896, characterized “the Malthusian 
prophecy” as essentially correct. He rejected the theory that 
population pressure, through natural selection, would raise the 
racial average. He dismissed the fear of dysgenic selection and 
expressed a lack of faith in eugenics. He declared that if the 
standard of living were inelastic, population growth would cancel 
any advantage in productive power. He predicted that Russia’s 
growing population would make her a dominant power and that 
when the Chinese “‘begin to pour out over the world” the Western 
races can but cross with the Chinese provided the latter consent.” 
In his later writings, while he treats wages as a function of the 
standard of living and the productivity of labor, he gives chief at- 
tention to the short-run view.™ 

Professor T. N. Carver restated “the general law of population 
... . first systematically worked out by Malthus. . . . [and] nev- 
er successfully refuted” as follows:% 

1. Every species of plant and animal has the power to multiply faster than its 
means of subsistence will permit. 

2. The physiological power of human increase is also so great that if it should 
operate without moral or social restraints of any kind, it would carry popu- 
lation to such limits that vice or misery or both would begin to thin out 
the people and thus operate as a check upon further increase. 

3. Owing to the law of diminishing returns, a larger number of people can 
%* Economics (New York, 1896), pp. 45-51; Publication of the American Economic 

Association, IX (1894), 557 ff. For a similar view see G. A. Kleene, Quarterly Jour- 

nal of Economics, XXXIV (1920), 760-61. 

% Outlines of Economic Theory (New York 1896), p. 326. 

% Ibid., pp. 113, 325-29; Elementary Economics (New York, 1897), pp. 131-33- 

* E.g., see Economics of Enterprise (New York, 1913), esp. pp. 450-53. 

% The Distribution of Wealth (New York, 1904), pp. 169-70. See chap. ii for a 
careful treatment of the universal nature of the law of diminishing returns, the “bug- 
bear of reformers.” Carver defended Malthusianism and the law of diminishing re- 
turns against the attacks of J. P. Norton (Popular Science Monthly, LX XVII [1910], 
252-55) and H. A. Miller (ibid., LX XTX [1911], 594-601) who contended in effect 
that these were refuted because population had not outstripped food supply, improve- 
ments in the arts were always adequate, men were better fed than ever, subsistence 


does not “directly” govern numbers, and misery had other causes than overpopula- 
tion (ibid., LXXVII, 510-12; LXXX, 499-502). 
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not, in any given state of civilization and the industrial arts, be so well 

provided for as a smaller number. 

4. There is a strong natural instinct which iuclines the members of our spe- 
cies to the multiplication of numbers, and unless this is counteracted by 
other motives, it will lead to an increase of population beyond the limits 
where comfortable subsistence is possible. 

5. This natural instinct is, however, opposed and held in check by several 
contrary motives not the least important of which is the desire for the 
customary goods to consume, coupled with the perception on the part of 
each head, or would-be head, of a family that a larger number of children 
means a smaller share of the necessaries, comforts, and luxuries of life for 
each one, and this keeps the rate of increase far below that which is phys- 
iologically possible. 

6. How rigidly the increase of numbers is held in check by this motive 
depends upon the ideas of the people as to what is essential, in the way of 
incomes, to their happiness—in other words, upon their standard of living. 
It is the standard of living, therefore. which determines the rate of increase 
of population, when we have given the amount of wealth and the possibili- 
ties of production. It plays the same part in determining the supply of 
labor which the cost of producing commodities plays in determining their 
supply. 

While Carver observes that within limits population growth in- 
creases the division of labor and mental interstimulation and thus 
offsets its otherwise depressing effect on per capita output, he does 
not develop the theory that there is an optimum balance between 
numbers and resources. Such a balance is implied, however, in his 
observation of a stage of increasing and a stage of diminishing 
returns. In his treatment of the relation between unemployment 
and occupational maldistribution, a relation already noted by 
Bowen and F. Walker, Carver points out that immigration and a 
high rate of increase in the lower strata are leading causes of the 
relative congestion of the unskilled trades.” 

Professor F. W. Taussig finds in limitation of numbers “not a 


* For a brief statement see M. Sanger, editor, Proceedings of the World Popula- 
tion Conference (London, i927), pp. 123-28. Carver shows succinctly that a given 
population must become stationary through increased mortality or decreased natal- 
ity or draw “*: subsistence from other areas through emigration or through an exten- 
sion of its markets. A pent-up people must practice birth control or suffer overpopu- 
lation. An expanding people must emigrate and rob lower races or obtain employ- 
ment in superior areas or expand commercially, a step involving either a struggle for 
markets or an international rivalry (ibid., pn. 123; Popular Science Monthly, LXXX 
[1912], 502). 
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cause of high wages, but . . . . a condition of the maintenance of 
high wages.”’ For improvements in the arts cannot continually 
counterbalance diminishing returns, if numbers increase steadily 
and rapidly. “‘Restraint on the increase of numbers is one essen- 
tial condition of improvement. Stated in this way the Malthusian 
proposition is impregnable.””” He emphasizes the reciprocal rela- 
tion of misery and a high birth-rate and notes the coincidence of 
high natality, high mortality, backward industrial conditions, and 
low wages. He states that the standard of living affects wages 
only indirectly through influence upon the supply of labor. The 
relatively low wages in the lower occupational groups are traced 
to the relatively high natural increase of these groups.* 

On the whole, Professor Taussig is optimistic. ““The Malthu- 
sian difficulty, there can be little doubt, will be staved off by the 
increasing application of the preventive check,” recourse to which 
is motivated by social and economic ambition. While he states 
that there can be “‘an excess of social ambition,” a too “exacting”’ 
mode of living, and a consequent lack of the benefits which come 
from the stimulus of “competition and pressure,”’ he declares that 
“race suicide” is overstressed and that dysgenic selection is not 
likely to go too far. Progress and gains in happiness are associated 
with a low birth rate. “An approach to stationary population [is 
not] in itself a cause of unhappiness,”’ for only in such a state, as 
J. S. Mill observed, will improvements in the arts, etc., accrue to 
the real benefit of man.” 

Allen A. Tenney wrote in 1907 that “the permanent mainten- 
ance of a social democracy requires a rate of population increase 
less rapid than the rise in the standard of living.” The security of 
high-standard nations in a world of conflict depends upon low- 
standard nations curbing their rates of increase. Provided this 
were not done, the low birth-rate nations would have to defend 
themselves against low-standard countries. Hence “easily de- 
fended situations . . . . may prove indispensable.”*” 


% Principles of Economics (New York, 1921), II, 213, 221. The same phrasing 
appears in the 1911 ed. 

% Ibid., pp. 220, 221, 222, 228-30, 124-27. ” Ibid., pp. 234-37- 

1% Social Democracy and Population, “Columbia Studies in History, Economics 
and Law, XXVI (1907), 495-97, 523, 525, SS5S- 
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Like Tucker, he discountenanced a nation’s becoming depend- 
ent upon foreign trade. For the extensive development of foreign 
trade, especially by the United States, would amount to giving 
hostages to fortune. Temporarily such trade would accelerate the 
exploitation of American resources and encourage population 
growth in the United States. In the long run, however, it is 
highly probable that such trade may be lost to competitor coun- 
tries with planes of living far below the lowest American levei."* 
Tenney thus assumes that there is a kind of politico-economic opti- 
mum population for a democratic country. 


SUMMARY 


At the termination of the period here under survey American 
writers were on the verge of rediscovering the geometrical ratio. 
The theoretical validity of Malthusianism was admitted by all 
American economists. Whereas some of the latter continued to 
be fearful of eventual overpopulation, the majority believed that, 
for the time being at least, a rising standard of living would 
constitute an effective check. Malthus’ proposition that popula- 
tion tends to press upon subsistence had become: population tends 
to press upon the standard of living. 

Turning to the early part of the nineteenth century, we find 
that Malthus always had some American disciples. His pre- 
Civil War followers rested their Malthusianism upon the limits 
to the returns from land, or upon a form of the wages-fund doc- 
trine, or upon both. Some of Malthus’ American followers seem 
to have slavishly adopted English views and to have utilized the 
wages-fund doctrine as an easy means to support a preconceived 
Malthusianism.” 

The pre-Civil War writers ignored such advantages as popula- 
tion growth brings to a young country. Those who used the 
wages-fund doctrine gave little consideration to the kinds of capi- 
tal which made up that fund or to the influences governing the 

1 Thid., pp. 555-56. 

%2 Professor Taussig makes a similar observation concerning the English writers 
(Wages and Capital, p. 224 n.). Wayland, M. Wilson, S. P. Newman, Chapin, Perry, 
and Carey, although anti-Malthusians, at one time inconsistently espoused the 
wages fund. 
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accumulation of capital. Hence they missed the truth of the doc- 
trine as since stated by Taussig, Pigou,’"* etc. Not until F. A. 
Walker refuted the old wages-fund doctrine and clearly expressed 
the law of diminishing returns do we find a great shift to the pro- 
Malthusian view and a careful statement of the essentials of the 
doctrine. 

While no controversy over Malthusianism ever developed in 
the United States and while American anti-Malthusians attacked 
chiefly the English writers, one frequently finds criticism of Amer- 
ican writers by American writers. Following the Civil War, Walk- 
er, Laughlin, and Dunbar attacked the general run of American 
anticlassical doctrines. 

Qualitative aspects of population growth were ignored by near- 
ly all the nineteenth-century writers, who were interested only in 
the quantitative aspects and wages. Owen and Knowlton em- 
phasized the qualitative aspects."* Bowen, Laughlin, Newcomb, 
Tenney, Sturtevant, and H. W. Thurston’ mentioned them. 
Only John Cummings,’ Professor Taussig, and Professor Fetter 
gave attention to the course of selection and its effect. Not until 
recently, as a result of the influence of Pearson, of the “Nordic” 
and anti-immigration writers, and later of the followers of Men- 
del, have eugenics and dysgenics received commensurate atten- 
tion from the American economists. 

That at any one time there is an optimum balance between 
population and resources has been suggested a number of times 
by American writers. George Tucker definitely suggested this in 
1813. The American writers who urged that America needed more 
population implied that the optimum had not been reached, while 


%3 Industrial Fluctuations (London, 1927), pp. 108, 111 n. See also J. M. Keynes’s 
Treatise on Money, II, 127-29. 

%4 None of the American writers on eugenics between 1874 and 1900 was an econ- 
omist (see J. A. Field, Essays on Population (Chicago, 1931], pp. 163 ff.). 

~s Economics and Industrial History (Chicago, 1899); p. 258 in 1902 ed. 

~6 Cummings asserted that the earlier fear that there would be inadequate food 
for a growing population was less conducive to pessimism than the fact that the in- 
efficient are multiplying rapidly while the fit are too absorbed in maintaining their 
own individual social standing and in elevating their social status to replace their 
kind (Quarterly Journal of Economics, XIV [1899], 174-78). 
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the exponents of the wages-fund doctrine implied that there was 
an optimum ratio between the “fund” and the number of work- 
ers. F. A. Walker was the first to indicate, in light of the laws of 
returns, just where population growth needs to be halted if the 
highest per capita income is to be reached. Hawley and Tenney 
both implied an optimum balance. Proctor and later Osborne em- 
phasized the fact that there are other values in this world than 
large populations. Carver, through his able treatment of the laws 
of returns, undoubtedly influenced A. B. Wolfe, who has written 
most effectively concerning the optimum." 

For obvious reasons only superficial attention has been given 
to the settling of the western lands and to the growth of the 
movement to control immigration. The latter movement was 
based upon non-economic grounds in part. In certain of the 
pre-Revolutionary colonies some immigrants were excluded for 
politico-religious reasons. In the nineteenth century immigration 
was opposed on racial, moral, educational, sanitary, religious, 
and political grounds. Some who stressed the depressing effect of 
immigration upon wages in the eastern states gave attention to 
the short-time rather than to the long-time economic effect. While 
some of the economists who favored restriction of immigration in 
the last quarter of the nineteenth century drew attention to the 
fact that the western lands would soon be filled, these economists 
based their views upon the tenets of Malthusianism. The settling 
of the western lands was not a prerequisite to the acceptance of 
Malthusianism. Rather, as we have shown above, American writ- 
ers accepted Malthusianism (with or without qualification) in 
proportion as they grasped the théoretical reasoning of the Eng- 


lish writers. 
JosepH J. SPENGLER 
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%7 See the writer’s “The Social and Economic Consequences of Cessation in 
Population Growth,” Proceedings of the International Congress for Studies Regarding 
Population Problems (Rome, 1932). The concept of an optimum population which 
varies with the stage of the arts, a concept implied by H. Sidgwick and improved by 
E. Cannan, has not, until recently, been adopted or developed by American writers. 





A BALANCE SHEET OF THE BANKING SYSTEM AND 
A CONSOLIDATED STATEMENT OF BANK AND 
LIFE INSURANCE COMPANY RESOURCES 


I 


E United States Comptroller of the Currency compiles 
each year elaborate reports concerning various classes 
| of assets and liabilities of national and state commercial 
banks, stock and mutual savings banks, and loan and trust com- 
panies.* Since his authority does not extend to the state banks, 
the data which he obtains with respect to them are supplied by 
the banking departments of the several states, and inasmuch as 
the forms which they use among themselves are not identical, and 
vary considerably as to the adequacy of what they are intended 
to portray, the composite statement of the resources of all banks 
published annually by the Comptroller has serious defects when 
used comparatively over any extended period of time. The 
amount of labor expended on the composite statements is so large 
and the importance of a series of comparable balance sheets of all 
banks is so considerable for some of the problems of finance that 
an effort to straighten out the accounts is called for. 

Total resources and liabilities of the composite statement for 
all banks as published by the Comptroller of the Currency are, 
presumably, accurate, and the revisions which are made herein 
will, accordingly, affect the distribution of the assets among the 
classifications of the resources and liabilities rather than their 
aggregate amount. A number of the classes, moreover, require no 
revision. Investments in stocks and bonds, cash on hand and re- 
serves with the Federal Reserve banks or elsewhere, capital stock 
and surplus, and various other items are reported with a reason- 
able degree of uniformity. The need for a revision or redistribu- 
tion is found, among the resources, chiefly in the “loans and dis- 
counts” and, with respect to the liabilities, among the “deposits.” 

* They are published each year in the annual reports of the Comptroller of the 
Currency. 
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Loans on real estate, loans secured by bonds and stocks, and 
“all other” or commercial loans, all of which are part of loans and 
discounts, have jumped erratically at times on the Comptroller’s 
composite statement for the apparent reason that a change had 
taken place in the mode of classification, and the same is true of 
the relationship of demand to time deposits. In 1921, for example, 
the total of time deposits as reported moved suddenly from 1o 
billions of dollars to 15 billions and the “‘not-classified”’ group fell 
more than 7 billions. Similarly, from one year to another large 
sums of loans and discounts were lumped together by state banks 
without regard to the purpose for which they were made. Under 
such circumstances the data as presented for the entire banking 
system would be of little use if it were desired to determine wheth- 
er more or less funds were being diverted to fixed capital purposes 
or if, in other words, an opinion were to be expressed regarding the 
liquidity of the banking system. 

The balance sheets to be presented will cover the period from 
1920 to 1932 and they will include, therefore, a business cycle from 
peak to peak.? A considerable margin of error may be present in 
any revision which could be made, but there should be at least a 
worth-while improvement over the accounts as they now stand. 
The published reports of the national banks have been compiled in 
accordance with the specifications of the Comptroller’s office itself 
and they possess on the whole the requisite degree of uniformity 
in their original form. The outstanding shift in the character of 
the classifications of national banks occurred in 1929, when loans 
secured by warehouse and other receipts of a similar self-liquidat- 
ing character, to the amount of about 1.5 billions, which had 
previously been grouped with the collateral loans, were removed 
and placed with the commercial loans (“All other loans”). The 
data herein have been corrected in the preceding years in accord- 
ance with this change by going back to the detailed reports of 
loans and discounts and placing all loans secured by warehouse 
and similar receipts into the class of loans of a self-liquidating 
character. These are designated “All other loans” by banking 
officials. 

? A comparison with 1914 is also provided. 
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The state banks are of four types, viz., commercial, loan and 
trust, stock savings, and mutual savings banks. An inspection of 
their detailed reports reveals that several billions of dollars of 
real estate, collateral, and “commercial” loans have until recently 
been thrown into a “not classified” section. This catch-all ‘“‘not 
classified” section may be broken down by taking the annual re- 
ports as presented by the Comptroller of the Currency for each of 
the four types of state banks and dividing them into groups of 
states which, on the one hand, do classify the loans and discounts 
properly and into those which, on the contrary, do not. The rela- 
tionships between the components of the aggregate of “total loans 
and discounts” of states which do classify them in the manner 
which is called for may then be applied to the total loans and dis- 
counts of those states which have not segregated the items. If it 
were found, for instance, that two-thirds of state commercial 
banks reported real estate loans which comprised, say, 30 per cent 
of their loans and discounts in 1926, the same relationship for 
real estate loans might be predicated for those state commercial 
banks which had put real estate loans in that year under the 
heading “not classified.’”” The adequacy of the result thus ob- 
tained might occasionally be unsatisfactory because of the pre- 
ponderance of states which did not segregate these resources, or 
because of differences in territorial location of the states to which 
the ratios were applied, but there was no satisfactory alternative. 
The procedure outlined is the one that has been used in revising 
the statements of loans and discounts for inclusion among the 
resources of the composite balance sheet for all banks. 

The method used for the redistribution of the demand and time 
deposits was similar to the one outlined above. The state com- 
mercial banks and the loan and trust companies accounted for the 
preponderant part of the unclassified deposits. The ratios be- 
tween the demand and time deposits of banks in the states which 
separated demand from time deposits were carried over to the 
undistributed items of the several types of banks in the states that 
did not distinguish one from the other. In all but one year the na- 
tional and mutual savings banks deposits were almost completely 
segregated and radical adjustments for them were unnecessary. 
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The resources and liabilities of national and state banks’ re- 
vised in the manner indicated are given in Table I for the year 
1914 and the period from 1920 to 1932. 


II 


Prior to the formation of the Federal Reserve System a number 
of the functions performed by the Reserve banks were carried on 
by large city banks and in any report of the banking system their 
resources were incorporated with those of the other institutions. 
Since the Reserve banks now carry the gold reserves and often 
hold sizeable amounts of commercial paper and bonds, the con- 
solidation of the member bank and the Reserve bank reports 
would afford a more complete view of the condition of the entire 
system, and an analysis of the statistics is facilitated occasionally 
if their resources are consolidated with those of other banks. The 
relationship of the stock of gold to total deposits of the entire 
banking system, the extent to which government financing has 
become a factor in the financial organization, etc., are questions 
the answers to which are made easier by a statement including 
Reserve bank resources. In comparisons, moreover, of the bank- 
ing resources of different countries, a combined statement may be 
serviceable, in that the central bank’s share of the national bank- 
ing resources is not uniform from one country to another. Evi- 
dence that the inclusion of central bank data may be desirable 
may be found in a series of articles published in the Bankers’ 
Magazine (of London)‘ in which elaborate series of banking data 
are presented, one set of which omits resources of the Bank of 
England, another set of which includes them. The Bank of Eng- 
land is a private bank which deals to some extent with individuals 
who want accommodation, but such dealings do not compromise 
its main function. They serve, rather, to call attention to the 
manner in which central and private banking activities shade into 
one another. 


3 Statements of this kind are referred to by the Comptroller of the Currency as 
those of “All reporting banks.” The latter include the national and state commercial 
banks, the loan and trust companies, the stock and mutual savings banks, and the 
private banks. 

4“The Progress of Banking in Great Britain,” June to October issues, 1932. 
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To incorporate the resources of Federal Reserve banks with 
those of the remainder of the banking system (Table I) stocks of 
metal and other cash resources of Federal Reserve banks have 
been merged with “Cash in the vaults” of the non-central banks; 
their bills discounted and similar items are placed with “All other 
loans”—that is, with commercial loans; U.S. government obliga- 
tions and other securities are incorporated with “Investments”; 
Federal Reserve notes in circulation are included with “National 
bank notes” outstanding; and capital and surplus are combined 
with like items of the non-central banks. In order to prevent a 
duplication of accounts the investment of member banks in Fed- 
eral Reserve bank stock’ has been eliminated from both sides of 
the newly derived balance sheet, and the same is true of reserves 
held by member banks with the Federal Reserve banks. The re- 
serves of member banks remain, of course, in the form of stocks 
of metal and cash, but they do not appear twice, viz., as stocks of 
precious metal and cash and, in addition, in the statements of 
member banks, as “Reserves with Federal Reserve banks.”’ The 
deposits of Federal Reserve banks which remain after the sub- 
traction of the member bank reserve account® have been incorpo- 
rated with “Demand deposits.” 

A consolidated statement of banks in the United States for 
which reports are submitted to the Comptroller of the Currency,’ 
together with that of Federal Reserve banks, is given in Table II 
in accordance with the method which has been outlined. 


Ill 


For some purposes, such as a study of the trend of “Invest- 
ment” and the rate at which savings are being built up through- 
out the country, an even broader set of tables is desirable than 
those which have been presented. Authoritative annual figures 
are available for both building and loan associations and life in- 

5 This appears in the Federal Reserve bank statement under the heading of 
“Capital paid in.” 

* The remainder consists of “Government” and “Other” deposits, a part of the 


latter of which is clearing balances of non-member banks. The amount of double 
counting involved is relatively small. 


7 An exception is Federal Land banks and Joint Stock Land banks. 
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682 ELMER HARTZEL 


surance companies, and they have, accordingly, been merged 
with the resources of the banks. Building and loan associations 
have the character of savings institutions. Their resources are not 
as with savings banks invested in bonds and mortgages of parties 
with whom they may have no direct connection, but the effect 
is similar in that the funds are put into relatively fixed forms. 
The liabilities of building and loan associations are, therefore, of 
the nature of a savings or time deposit which serves to finance 
building and real estate projects. An increment to their amount 
represents an addition to the capital of the nation just as an in- 
crease of a savings deposit does, and it is one measure of the 
amount of capital going into investment forms. The assets of the 
building and loan associations have, accordingly, been placed with 
“Real estate loans” in the consolidated statement and the liabili- 
ties with the “Time” or savings deposits.® 

Life insurance companies are another important source of in- 
vestment funds. The place which they occupy in the capital 
markets and their function as managers of funds is, in several re- 
spects, similar to that of savings banks. Each is concerned with 
earnings which are a surplus over and above current living ex- 
penses, savings which, presumably, eventually take the form of 
fixed capital. Insurance companies are notably concerned with 
long-term capital, since the person who pays premiums on a policy 
is making provision, ordinarily, for a distant future. Savings de- 
posits are, further, similar in that they, like insurance, are meant 
to serve to some extent as a bulwark against adversity and the 
contingent. Life insurance companies, moreover, have performed 
specifically in past years a banking function by loaning several 
billions of dollars to policy holders. The purposes for which these 
withdrawals are made—they are equivalent in their effects to the 
drawing down of a savings deposit—varies, but it is well known 
that large advances have been made against policies, the proceeds 
of which were used to carry stocks and bonds. Insurance funds 
were thereby diverted to speculative activities and the parallel 

* A small part of the assets and liabilities of building and loan associations is 


not reported in the publications of the Comptroller of the Currency and it is not 
included here. 
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between banks and insurance companies and their interconnec- 


tion became a closer one. 


The statements of insurance companies are published with all 
of the detail necessary for fitting their data into the somewhat 
different accounting plan of the banks.? The classification of the 
items has been arranged as follows: 


Assets of Life Insurance Companies 
Real estate mortgages and real es- 
tate owned 
Bonds and stocks owned 
Cash in office and banks 


Collateral loans 

Premium notes and loans and net 
deferred and unpaid premiums* 

All other assets 

Total admitted assets 


Comparable Items in the Banking Statement 
Loans on real estate 


Investments 

(Omitted, since the greater part is 
presumably deposited in banks) 

Loans secured by stocks and bonds 

Loans secured by stocks and bonds 


Other resources 
Total assets 


* The effect of these is to draw down the insurance companies’ resources for the financing of projects 

such as speculation in securities. 

Comparable Items in the Banking Statement 

Capital stock, surplus, and undivid- 
ed profits 

Capital stock, surplus, and undivid- 
ed profits 

Capital stock, surplus, and undivid- 
ed profits 

Demand deposits 

Time deposits 


Total liabilities 


Liabilities of Life Insurance Companies 
Surplus including capital 


Surplus apportioned 


Dividends unpaid and left to ac- 
cumulate 
Losses and claims not paid 
Reserves 
Total liabilities plus surplus includ- 
ing capital 
The consolidated statement of banks, building and loan asso- 
ciations, and insurance companies is presented in Table III. In 
1930 it represented at least 30 per cent of all assets in the United 
States to which a monetary value is ascribed in the computations 
of the National Industrial Conference Board. It shows among 
other things the decided trend which got under way after 1920 
toward a relatively larger proportion of assets of a fixed character 
and it furnishes a compact summary of a considerable part of the 
wealth of the nation. 


Cxicaco, ILLINors 


* The source of information used concerning life insurance organizations has been 
The Insurance Year Books of the spectator Company, New York City. 


Etmer HARTZEL 











BOOK REVIEWS 


Cronache della lira in pace e in guerra. By GUSTAVO DEL VECCcHIO. 
Milan: Treves-Treccani-Tumminelli Editori, 1932. Pp. vii+ 
515. L. 30. 

Even if these Chronicles of the Lira in Peace and in War had no im- 
portance because of their specific content, they would have a particular 
significance for those interested in contemporary literature upon mone- 
tary problems because of the light they throw upon the qualities of their 
distinguished author, upon whose work comment has been made in the 
pages of this Journal (XX XIX [1931], p. 593 note). Professor Del Vec- 
chio has shown himself in his principal writings on money to be capable 
of rigorous reasoning of a peculiarly abstract character. In this collec- 
tion of papers, designed originally, and designed now, as he says in his 
Preface (p. v), “for the general public and not for the restricted circle 
of specialists,” one is still able to sample the author’s peculiar aptitude 
for this type of exercise. Yet the dominant feeling which a study of the 
volume under review must leave upon the reader is one of admiration 
for the extraordinary mastery of factual detail and the equally remark- 
able appreciation of the complexity of the considerations involved in 
the making of “practical” judgments, which the author evidences at 
almost every stage of the argument. 

So far as the substance of this book is concerned, it should be suffi- 
cient to say that the essays contained therein do abundant justice to 
what the author himself describes (p. vi) as their ‘‘inspiring principles” 
—viz., that (1) “the theoretical problems of money are very complex”; 
and that (2) “the defense of good money corresponds to the general 
interest of the nation.” For illustration of the first “principle,” the 
reader is referred, on the one hand, to the author’s discussion (p. 351 ff.) 
of the danger involved in supposing that a vigorous program of defla- 
tion—undertaken, say, in the hope of raising considerably the foreign- 
exchange value of the currency—can be carried out easily without any 
possibility that the whole process may get out of control; and, on the 
other hand, to the author’s numerous illustrations of the proposition 
that “the concrete problems of money . . . . derive their character and 
their peculiar importance from the fact that they are the expression of 
extra-monetary problems: economic and non-economic, social and po- 
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litical” (p. vi). For illustrations of the second “guiding principle,” the 
reader can be referred only to the whole of the book, which represents 
the record of a pertinaceous battle on behalf of the “cause of good 
money.” From the years 1911-14, which the author characterizes as 
those of the “minor pre-war monetary crisis” —years during which, de- 
spite the rising “cost of living,” there were still those in Italy who called 
for “more money” (pp. 4 ff., 31 ff.)—on through the years of the war 
and the social disturbances in Italy which followed the war, the author 
presents evidence that hardly a year passed without his commenting 
forcefully and emphatically upon the course which events were taking. 

More than once, in these pages, the author touches upon the ques- 
tion of monetary reform. The most extensive bit of discussion of this 
kind, however—that devoted to Fisher’s proposal for a compensated 
dollar (pp. 233 ff.)—is couched in definitely critical terms; and the 
author’s own proposals for monetary “reform” are of a much more 
modest sort, concerning, as they do—aside from a recommendation of 
the use of the “tabular standard” on a voluntary basis by debtors and 
creditors (p. 246)—such things as the introduction of a uniform type of 
bank note for Italy (pp. 342 ff.) or the establishment of an “‘internation- 
al money,” which would be obtained by the making of slight changes in 
the gold content of the standard coins of certain countries in order to 
bring them into easy relationship with a coin which would be the equiv- 
alent of 25 gold francs (pp. 185 ff.). Yet when one remembers the state 
in which the “‘cause of good money” found itself during the years when 
these pages were written, it is easy to understand why the champions 
of that “cause” should have been satisfied to concentrate their atten- 
tion upon an objective which was nearer to hand than the possible 
attainment of a “fancy” monetary standard. At some time in the fu- 
ture, perhaps, one of these “fancy” standards will be the “good money” 
for which writers of the eminence of Professor Del Vecchio will feel 
themselves ready to give battle as vigorously as he himself does in this 


most interesting collection of essays. 
ArTHuR W. MARGET 


UNIVERSITY OF MINNESOTA 


The Philosophy of Henry George. By GEORGE R. GEIGER. Intro- 
duction by Joun Dewey. New York: Macmillan Co., 1933. 
Pp. xxii+581. $3.00. 

This handsome but moderately priced volume illustrates a good deal 
to a student of economics who once hoped that correct thinking about 
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problems of economic policy might be expected to exert a favorable 
influence on policy itself. The publication is subsidized by a foundation 
established in the interest of human betterment. The main work is 
preceded by a Foreword from America’s most quoted living philoso- 
pher, who aspires to similar leadership in social thought, standing as a 
representative of all that is liberal and humane. This Foreword ends 
by referring to the subject of the work as “‘one of the world’s great 
social philosophers, certainly the greatest which this country has pro- 
duced.” 

As everyone knows, the social philosophy of Henry George pivoted 
around and found its expression in the doctrine of the “single tax” — 
more accurately the social appropriation of the income from land. The 
theory underlying this doctrine is one of the most rudimentary and 
obvious of all the fallacies ever promulgated in the name of economics. 
It is of the very conception of economic behavior that, in so far as the 
individual knows what he is doing, the “return” from any activity, as 
estimated by himself, will be equal to the outgo, in terms of the indi- 
vidual’s own estimate of the next best alternative use of the resources 
employed. Any return amounting to more or less than “cost,” in this 
sense (which is the only sense having any intelligible meaning), is due 
to accident or miscalculation—i.e., to the speculative element in the 
activity. There is no evidence, a priori or empirical, either (a) that 
speculative activity yields a larger return, in any representative sample 
of cases, than does activity where the results are actually in accord with 
expectations, or (5) that land acquisition or holding presents anything 
peculiar in comparison with other economic activities. Every type of 
speculative element is familiar in connection with land and also in 
other connections. Pure land value in the sense assumed by the advo- 
cates of the single tax does not exist. 

All this reasoning is on a mental level not above that involved in 
the simpler operations of arithmetic. The economic and social ideas of 
Henry George are as a whole at the same pre-arithmetical level, the 
level of those held before and since his time by all who have held any 
at all, apart from an insignificant handful of competent economists and 
other negligible exceptions. Henry George’s claim to be an economist 
(or social philosopher either) rests on the possession of linguistic powers 
not uncommon among frontier preachers, politicians, and journalists, 
and on the fact that his particular nostrum for the salvation of society 
appeals to a number of people, no doubt for much the same reasons 
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that made it appeal to him, and which give many other nostrums their 
appeal. Such economic ideas are important because they are, apparent- 
ly, prerequisite to the achievement of any prominence at all in the pro- 
motion of economic reform. 

It seems to be a fact, reasonable a priori and conformable to history 
and experience, that popular thinking about the criteria of thinking 
runs into instrumentalism; and that in the field of social relations the 
formula “truth is what works” means that it is what sells goods, wins 
votes, and in general brings distinction and power, the things men de- 
sire in social relations. Also, that in the particular activity of the polit- 
ical economist, what produces results in the shape of personal reputa- 
tion and/or political influence is (a) among a few intellectuals, systems 
of abstract principles or masses of numerical “data” with little refer- 
ence to descriptive realism or practical relevance, and (5) before the 
“public,” some sort of romanticism. As to what sort of romanticism 
it will be, the science of crowd psychology has not been developed to 
the point of telling us much, and quite likely cannot be. (“Science”’ is 
not omnipotent; it still makes no effort to predict the weather more 
than a day or two in advance and is little superior to empirical judg- 
ment even in that interval.) 

Under such conditions, truth must very shortly come to mean what 
serves the purposes of those “‘in power.” An instrumentalist theory of 
social truth has meaning only with reference to a dictatorship, i.e., as 
a form of power, or with reference to an end of social action universally 
and unquestioningly accepted—which is contrary to fact and is indeed 
the essence of the social problem. It should not be thought accidental 
or unnatural that a large fraction of the peoples of European civiliza- 
tion have already accepted political systems in which the pretense that 
public policy can be determined by free popular discussion—or safely 
permitted to be a subject of such discussion—is dropped. Every indi- 
cation points to the early extension of such a system over the nations 
where it does not already obtain. The newspaper and radio have made 
of every national group a crowd, and the idea that a crowd will possess 
political intelligence and virtue can no longer be taken seriously. If 
society is to get the management required for the effective application 
of modern technology and the maintenance of social against special 
interests, it will apparently have to get it in the historically venerable 
way of Dei gratia! The notion that management might be left to the 
intelligence and impartiality of the citizenry was a dream of a century 











ee: 


ws 





690 BOOK REVIEWS 


which did not foresee modern technology or means of communication— 
but more particularly did not foresee modern psychology, especially 
in its practical sense, the twin arts of salesmanship and propaganda. 
The book shows that at least Mr. Geiger’s philosophy is on a higher 
level than the forensics of the great apostle of discriminatory taxation. 
His own thought is to be found chiefly in Part II of the book, the last 
three chapters, dealing with ethics and economics and George’s solu- 
tion of the problem. This solution is not defended as sound, but only as 
“pointing,” in its “fusion of fact and value,” to “the most sane method 
of handling the social problem” (p. 561). This would be well and good, 
though without any special connection with Henry George, if only the 
fusion were ever made without utter confusion! Like most of the vast 
mass of discussion of economic policy in terms of ethical judgments, 
Mr. Geiger’s treatment is vitiated at the root by a failure to make and 
maintain a clear distinction between the phenomena of economic in- 
dividualism in two senses or at two levels of action. One is the use of a 
given endowment of “resources,” the other the historical-cumulative 
process by which “resources” are built up in society and placed in the 
hands of individual “owners.” In this connection the relations between 
“labor-power” and “‘property,’’ and the numerous distinguishable 
forms of both, need careful examination. Such an examination will 
show, as regards both use and acquisition, that the traditional classifi- 
cation has little relevance. The significant differences in principle as 
regards both theoretical and evaluative interpretation cut across such 


distinctions. 
FRANK H. KNIGHT 


UNIVERSITY OF CHICAGO 


Florentine Merchants in the Age of the Medici: Letters and Docu- 
ments from the Selfridge Collection of Medici Manuscripts. 
Edited by GERTRUDE RANDOLPH BRAMLETTE RICHARDS. Cam- 
bridge: Harvard University Press, 1932. Pp. x+342. $4.50. 
The Selfridge Collection of Medici Manuscripts was purchased by 

Mr. H. Gordon Selfridge, of London, from two Florentine princes who 

found it necessary to offer them for sale soon after the World War. 

From the whole collection originally offered for sale the Italian govern- 

ment withdrew the most valuable manuscripts for the national ar- 

chives. Of the manuscripts remaining, a few belonging to the four- 
teenth century and those of the seventeenth and eighteenth centuries 
went to the John Rylands Library of Manchester, England. The rest, 
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the Selfridge Collection, were lent by Mr. Selfridge for study at the 
Graduate School of Business Administration, Harvard University. The 
manuscripts in the present volume are a selection from this collection. 
“Such a selection,” says the editor in her Foreword, “had to satisfy the 
dual aims of illustrating the scope of the Selfridge Collection for the 
benefit of students who were not familiar with its wealth, and of throw- 
ing light on the business methods and commercial activities of a period 
in Italian history hitherto largely unexplored from the economic point 
of view.” In this difficult task she has succeeded admirably. 

It seems almost incredible that so remarkable a collection should not 
have come to the attention of scholars earlier. The manuscripts fall 
into three groups—account-books, letter-books, and letters—and cover 
about two centuries (1400-1600). They furnish a remarkably lifelike 
account of the business and public activity of members of a younger 
branch of the Medici family, a branch which, to judge from these man- 
uscripts, merits close study and comparison with the better-known 
Medici. 

A Foreword and an Introduction acquaint the reader with some of 
the thrills as well as the difficulties represented in such a pioneering 
effort as the preparation of this book. A second chapter gives a good 
sketch of Florence under the Medici. Succeeding chapters illustrate the 
various types of manuscripts contained in the collection. There are let- 
ters by various members of the Medici firms, replete with information 
about business methods and conditions of the day, an inventory of an 
agent in Pera, articles of association, and bills of exchange. This vol- 
ume demonstrates the value of the collection, and it is to be hoped that 
the letters promised in note 1 on page 6 and further excerpts will be 
available soon. 

Miss Richards spares no energy to share the results of her painstak- 
ing scholarship with the reader. Hundreds of footnotes give the original 
expressions where there might be uncertainty about the best transla- 
tion. Appendix C contains valuable aids: a Biographical Index, a Geo- 
graphical Index, and a General Index; glossaries of business and paleo- 
graphical terms; a list of mercantile signs; a Bibliography; a genealogi- 
cal table of the Medici family; and two maps. Reference to these aids 
might well be introduced in footnotes in the volume. For example there 
should be a reference to the genealogical table in the discussion of the 
Medici family (pp. 13 ff). Note 3 on page 42 evidently belongs to the 
first sentence on page 43. 

Since the above review was prepared six pages of Errata have come 
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to the attention of the reviewer. They have to do with details of trans- 
lations and editing. The following statement by Dr. Richards throws 
further light on the work as a whole. “Some of the changes suggested 
below, as well as the rendition of certain passages in the volume itself, 
may be disputed by other readers of these old documents; but the issu- 
ance of these notes should serve to indicate beyond anything stated in 
the volume, the perplexing problems arising from the mercantile rec- 
ords of the early sixteenth century. .... It may be suggested, how- 
ever, that the present volume has always been conceived as an intro- 
duction to the Selfridge Collection, rather than an exhaustive study of 
any portion of the documents therein contained, since in the eighteen 
months devoted to the transcription, translation and editing, such a 
study would have been manifestly impossible.” 


J. WEesLEY HorrMANN 
MORNINGSIDE COLLEGE 


Fertility and Reproduction. Methods of Measuring the Balance of 
Births and Deaths. By RoBert R. Kuczynski. New York: 
Falcon Press, 1932. Pp. 94. $1.85. 

Not long ago it was common practice to measure the vitality of a 
people in terms of the birth rate and the death rate. A notable advance 
was made when the use of age-specific and of adjusted and standardized 
rates—long appreciated by scholars—came within the understanding 
of administrative authorities. Even when the life table (more properly 
the death table) came to be understood and occasionally used by public- 
health and other officials, refined measurement of fertility lagged be- 
hind. In consequence, the true vitality of a population like that of the 
United States was incorrectly conceived. This flowed especially from 
four circumstances: 

1. The population had been growing very rapidly, and therefore 
displayed age proportions which were sharply different from those of a 
more mature and more nearly stable or stationary population. 

2. Immigration had been vastly in excess of emigration, and had 
disproportionately swelled the numbers of young persons. 

3- Mortality had been declining rapidly, at first in all ages of life, 
and later only in the early and early adult ages. 

4. The birth-rates and the true fecundity of the population were 
entangled in this flux of changing composition; they were being modi- 
fied in undetermined fashion by alterations in the age proportions; and 
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they held promise of further (undetermined) change as the flow of nat- 
ural forces and the restraint of immigration operated to stabilize age 
composition. 

Progress in the measurement of national vitality, in the United 
States and in other countries, has been waiting on the refinement of 
indices of fertility and on the combination of such indices with refined 
indices of mortality. 

It is generally regarded that the American statistician, Dublin, was 
the first to perceive, in a practical way, that measurement of true vi- 
tality had to take into account the simultaneous relations of these vari- 
ables. He developed an approximate and rational analysis of the prob- 
lem. Later he joined forces with Lotka, who for some years had been 
breaking ground in the mathematical handling of population problems. 
Their joint papers (especially those of 1925 and 1930), and the inde- 
pendent mathematical contributions of Lotka, probably constitute the 
first profound analysis of the true rate of natural increase in a popula- 
tion. All this is by way of introduction. 

The pressure of population has presented serious and sometimes 
acute problems in other countries of the world. In the United States 
interest in this thorny field is of more recent origin, but is now both 
broad and deep. The appearance of Kuczynski’s monograph is, there- 
fore, timely. 

The first five chapters (38 pages) present an interesting, sequential, 
and thoughtful analysis of the statistical measurement of fertility. 
They are devoted to birth- and fertility rates, total fertility and gross 
reproduction rates, net reproduction rates, the constitution of the 
stable population, and the calculation of the reproduction rate for both 
sexes. These chapters can be recommended to those who, having only 
a casual knowledge of the subject, seek an excursion into its concepts 
and pitfalls. A general familiarity with statistical procedures and the 
anatomy of the life table are the only prerequisites. The reader should 
be cautioned, however, that when here and there he finds it difficult to 
follow the argument, the fault may not be his own, but may be due to 
the somewhat muddled style of the author. 

An Appendix (51 pages) is of another sort. It is an analysis of births 
and deaths in a stable population, with attention focused principally 
upon interrelations among the variables and the measurement of 
changes. The first section of the Appendix is a review of the paper by 
Bortkiewicz (1911); the second is a long series of extracts from the 1925 
article by Dublin and Lotka (especially from Lotka’s Appendix to that 
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publication), and an almost equally extensive series of explanatory re- 
marks by Kuczynski; the third is a “numerical example” computed to 
test the predictions of Lotka’s formulations on the movement of a 
population toward a stable composition. 

What is the significance of this volume? For the novice, even the 
first five chapters will be hard reading. For the student, these pages 

say have value in carrying him through the experience of a close argu- 

ent on refined indices of fertility. For the scholar, they are perhaps 
useful as summaries and as illustrations of statistical experiments with 
the data of a foreign census—especially the Ukrainian. The Appendix 
deals with material which requires an esoteric mathematical equip- 
ment. It reads as though it were developed by the author during his 
own groupings in the literature, pari passu; indeed, it is in effect so 
labeled. He developes, here and there, useful—because simple—ap- 
proximations of more complicated formulae. An expert on the subject 
might agree that some of these are of value for practical statisticians, 
especially when the text emphasizes the limitations of the methodology. 
And, clearly, Kuczynski has attempted conscientiously to call atten- 
tion to the limited ranges within which his abbreviations are reliable 
or trustworthy. But that he is an uncertain guide, witness his falter- 
ings illustrated in a review published elsewhere (The Quarterly Review 
of Biology). Kuczynski calls attention to arithmetical errors in Lotka’s 
paper; but he loses ground by committing similar errors himself and 
by overlooking the fact that arithmetical differences in the third, 
fourth, or fifth decimal are of little consequence when the first two have 
just appeared over the horizon. 

In short, if the book has value it is in a measure because we do not 
yet have a better one written for a conceptual analysis of national fer- 
tility by someone equally at home in vital statistics and in mathemat- 
ics. In a sense, it is gratifying that the subject has already been suffi- 
ciently explored to possess mathematics of its own. We have in Ku-. 
czynski’s book a demonstration that those like the author—and the re- 
viewer—who are (self-confessed) poor mathematicians, should deal 
only with concepts and leave quantitative formulations to those better 


equipped. 


Curvy CHASE, MARYLAND 


I. S. FALK 
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The Federal Reserve Act. Its Origin and Problems. By J. LAURENCE 
LAUGHLIN. New York: Macmillan Co., 1933. Pp. xii+400. 
$3.50. 

In the Foreword, Professor Laughlin explains that in the other ac- 
counts of the history of the Federal Reserve Act his activity and that of 
the National Citizens’ League for the Promotion of a Sound Banking 
System have not been included. His friends urged him to give an ac- 
count of his personal experiences. At first he planned not to have it 
published until after all concerned were dead. Instead, he decided to 
eliminate personalities as much as possible and publish it now. The 
result is an extremely important book for those who wish to under- 
stand the complicated process by which banking reform was achieved. 

The book is divided into two parts. Part I traces the movement 
for improved banking legislation from the Bryan campaign of 1896 
through the passage of the Federal Reserve Act. Part IT includes com- 
ment on the operation of the Federal Reserve System, particularly in 
the period 1929 to 1932. 

In brief, the claims are made, with supporting evidence, that Profes- 
sor Laughlin suggested the fundamental idea of regional banks with 
unification by a governmental body and that the activities of the Na- 
tional Citizens’ League for the Promotion of a Sound Banking System, 
largely under his direction, were an important factor in the creation of 
a public opinion which made it possible to pass the Act. 

Professor Laughlin'does not claim to have influenced the details of 
the new law. He is frank to admit that Willis (after the preliminary 
period), Glass, and Wilson did not seem to wish his assistance in spite 
of frequent offers. One explanation may be gathered from the book. 
The National Citizens’ League was non-partisan and insisted that it 
could not be tied to any group. However, the impression became gen- 
eral that it stood for the Aldrich plan. It was easy to get that impression 
from the literature sent out, although the League never formally in- 
dorsed the Aldrich Bill. So it is not strange that Professor Laughlin as 
the head of the League should not be welcomed by the men who op- 
posed Aldrich and his group and suspected anyone who had ever been 
associated with them. 

It is generally known that the National Citizens’ League was found- 
ed by business groups in Chicago at the request of those interested in 
the Aldrich Plan who thought it wise not to have the organization open- 
ly sponsored by bankers, and wise, also, to have the start made in Chi- 
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cago rather than in New York with implication of Wall Street control. 
The book gives interesting details, not generally known, of the efforts 
of the New York group to dominate the organization. When they dis- 
covered that Professor Laughlin was not content to be a mere figure- 
head to carry out their wishes, they attempted to get rid of him, but the 
Chicago organization stood by him loyally. The New York group had 
the idea that the proper way to carry on a campaign of education was 
to put it in charge of professional publicity agents. They later opposed 
the Glass Bill. 

Part II, with its comment on the operation of the Federal Reserve 
System, is briefer. In “The Bane of Politics” he points out the disas- 
trous effects of allowing politics to enter into the choice of members of 
the Federal Reserve Board. He suggests the law should require mem- 
bers of the Federal Reserve Board to be trained bankers or economists, 
Although he doubts its constitutionality, he would like to have it neces- 
sary for all amendments to the Federal Reserve Act to have the ap- 
proval of a majority of the Federal Reserve Board. In “Inflation and 
Deflation” he repeats his well-known criticism of the quantity theory. 
He attacks the idea of a managed currency and the fear of a scarcity of 
gold. His characterizations of the English school—Salter, Keynes and 
others—are worthy of Keynes himself. In ‘“The Origin of Credit” he 
applies his theory that credit is based on goods, not on money, to the 
current situation. In “Depression and Recovery” the depression is laid 
to the speculative boom, and bond issues are held to be no cure for it. 

In addition to the obvious appeal to students of money and banking 
the book will no doubt appeal to a wider group who will be interested in 
the account of the detailed activities of a scholar assisting in legislation 
and carrying on propaganda in the good sense of education. It is rare 
to have such intimate details given of political movements and strat- 
egy. Private correspondence and accounts of interviews are frequently 
cited. Among the most interesting interviews are those with Henry 
Watterson, Theodore Roosevelt as an editor of the Outlook, Woodrow 
Wilson, Senator Aldrich, and Paul Warburg. 

James D. MAGEE 
New York UNIVERSITY 
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Trusteeship of American Endowments. By Woop, STRUTHERS & 
Company. New York: Macmillan Co., 1932. Pp. xiv+156. 
$4.00. 

Wood, Struthers & Company are neither investment bankers nor 
investment counselors in the usually accepted sense, because while they 
do not originate new issues their main object is not to give council only 
but to sell seasoned securities at prices slightly in excess of market. 
Nowhere in the book is there any reference to the fact that the authors 
are sellers of securities. Suspicion that the treatise is but clever adver- 
tising copy or that it might even be distorting facts seems totally un- 
justified however. If the authors had an ax to grind it was simply to 
get further publicity for their reputation as conservative investment 
advisers. 

As an introduction an estimate of the magnitude of philanthropic 
trusteeship is given. Endowments and properties of religious bodies 
are given as $3,800,000,000, higher education as $2,800,000,000, and 
after adding hospitals, foundations, and charitable institutions, a total 
of well over $9,200,000,000 is reached, or more than double the total 
investment in the steel and iron industry. Investments of insurance 
companies are given as in excess of $20,000,000,000 while savings- 
deposits account for more than $26,600,000,000. These few figures are 
repeated here to indicate the prominent réle that institutional investors 
play in the capital market. The study compares the investment ex- 
perience of thirty leading universities with that of fifty-two life insur- 
ance companies and one outstanding foundation. Right here at the 
start, the criticism may be advanced that university investments 
should have been compared with those of fire instead of life insurance 
companies because life insurance contracts represent simply dollar ob- 
ligations, while the investment policies of universities and fire insur- 
ance companies have to consider the fluctuations in the purchasing 
power of the monetary unit as reflected in fluctuations of building costs 
and wages and salaries. 

As to class of investments, the study shows the comparative dis- 
tribution given in Table I. 

As to the distribution of bonds according to the fields of investments, 
the figures were as in Table II. 

Quite in contrast to bonds is the attitude of the universities toward 
stocks. Industrials are most favored as expressed by ratios of bonds to 
stocks as tabulated. The feeling among university trustees is obviously 
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TABLE I 
“<“ Life Insur- 
30 Universities 52 : 
(Per Cent) Sr 
NS i at at ara Panic acne 49.8 35-3 
| eer re 7.8 2.2 
Coomemnem Stee. .. 2 ccc cccces 10.0 0.6 
rd nin asnsleacnunn tis 13.5 38.4 
NS 5 6 Sov b0 has cee siend 13.1 2.8 
IL, 555 o sc eamemapant 5.8 20.7 
TABLE II 
Field 30 Universities | 52 Life Insur- : 
(Per Cent) - Con — Foundation 
0 EE ee 32.5 44.2 52.0 
Punic utility. .....0..0. 35.8 25.9 31.0 
SS ee 18.1 5.4 7.5 
U.S. government........ 6.7 6.0 ° 
U.S. municipal.......... 1.9 II.2 ° 
Canadian government and 
a 2.6 6.8 6.7 
Other foreign government 
and municipal........ 2.4 °.5 1.9 














that the regulation of railroads and, to a lesser extent, of public utilities 
tends to protect the bondholders but increases the risk of the stock- 
holders whose claims rank inferior to heavy fixed charges. 
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. These actual figures from the investment portfolios of thirty uni- 
versities and from an ideal portfolio presented (p. 70) are of little help 
to an institution that finds itself today with a long list of poor bonds, 
be they actually in default or only selling at prices that indicate such a 
probability. Two alternatives are obviously open: Poor bonds may 
be replaced by such of the highest quality, i.e., the loss may be taken, 
once and for all. On the other hand, poor bonds may be replaced by 
good common stocks that at present deflated levels assure to a certain 
extent, at least, an appreciation that at some future date may wipe out 
the loss taken on the bonds that are now discarded. 

This advice is the major controversial point of the treatise, but no 
attempt has been made to develop its theoretical aspects. 


ROBERT WEIDENHAMMER 
UNIVERSITY OF MINNESOTA 
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The Value of Money. By Tjarpus GremDANus. London: P. S. 

King & Son, Ltd., 1932. Pp. vii+364. 15s. 

As the subtitle indicates, this treatise falls into two major portions 
of equal length devoted to a review of various theories on the nature of 
money and its value and to the author’s own “yield theory.” The for- 
mer satisfactorily summarizes the gamut of possible positions and in 
many cases offers astute criticism. Greidanus points out, for example, 
the incapacity of Wicksell’s interest-differential doctrine to explain the 
absolute height of prices (p. 83), the futility of Moll’s infinite progres- 
sion toward an ultimate “‘real’”’ satisfaction (p. 88), the equally regret- 
table lapse of Mises from his analytical approach in an infinite regres- 
sion historically to commodity satisfaction in an effort to escape the 
Austrian circularity (p. 111), and finally the error of Wieser’s and Af- 
talion’s “income theory” in confusing value of money with the sub- 
jective significance of what money buys (p. 121). Students of Keynes 
may well consider the bearing of the author’s excursus into the mone- 
tary theory of cycles upon certain points in the Treatise; his objection 
that the fundamental] equation explains neither the height nor the vari- 
ations of prices as related to quantity of purchasing power, that profits 
are not a “widyw’s cruse,” that an increase of saving does increase the 
price level of ir-vestment goods (pp. 176-93). 

But what Greidanus offers as his positive contribution, the yield the- 
ory of the value of money, proves to be a monstrosity. The notion is 
essentially that the value of gold—by metonymy, the value of money— 
represents a capitalization alternatively of the utility of gold stocks 
held as purchasing power by the consumer (p. 225) or of the profit de- 
rived from the possession of such stocks by the tradesman (p. 240). 
Excluding the reference to capitalization, this pronouncement immedi- 
ately suggests the Hawtrey unspent balance, or the cash-balance anal- 
ysis of the Cambridge school in general. But Greidanus has categori- 
cally rejected these theories in his critical survey on the ground that the 
proportion of wealth or income kept in monetary form cannot be set- 
tled until the value of money is already determined (pp. 153, 160, 169). 
If Greidanus were even dealing with value of money in the purchasing- 
power sense as does the balance version of the quantity theory, he 
could scarcely exclude, as he does, from any bearing upon prices, not 
only velocity of circulation, but quantity of money and the volume of 
monetary transactions (pp. 244, 267, 289)! Furthermore, to make the 
absolute height of prices a capitalization of the yields of money to con- 
sumers and producers would be an unexampled feat in “bootstrap avia- 
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tion.” The price of a representative good is $100 because at a “yield” 
rate of 6 per cent a certain lump of gold has a capitalized value of $100. 

If Greidanus’ capitalization is to result in anything more than a 
nominal figure resting really upon the mint definition of a gold dollar, 
it must not only take a real or utility yield as the object of capitaliza- 
tion as Greidanus himself insists, but the resulting principal must be 
real value and not prices. Reinterpreted in this way, the yield theory 
says that the real value of money to society is a capitalization of the 
monetary services. This idea has always seemed plausible to me, if the 
flow of services is evaluated upon the basis of opportunity costs in- 
volved in the monetary institution. But the significant point respecting 
Greidanus is that he has not told us that his real or social value ex- 
cludes the meaning of purchasing power and therefore excludes his the- 
ory from the realm of discourse of the quantity theory. 


Howarp S. ELuis 
UNIVERSITY OF MICHIGAN 


Collection of Local Taxes in Pennsylvania. By BLAKE EDWIN 
NicHotson. (Thesis, University of Pennsylvania.) Philadel- 
phia: Privately printed, 1932. Pp. xi+325. 

Professor Nicholson’s study on the collection of local taxes in Penn- 
sylvania gives us, for the first time, an abundance of reliable data bear- 
ing on every phase of the problem. He reaches the conclusion that the 
local taxes, broadly speaking, are not conveniently, economically, and 
efficiently collected. 

High decentralization and a decided lack of uniformity are perhaps 
the two most striking characteristics of Pennsylvania’s methods of local 
tax collections. There are in the state 5,514 separate and independent 
taxing districts. Included among these are school and poor districts 
whose taxes are not infrequently collected by different officials than 
those of the political subdivisions. There is, therefore, lack of uniform- 
ity not only with respect to taxes in different parts of the state but also 
with respect to different taxes in the same localities. 

Perhaps no part of this book will command more interest and create 
greater surprise, especially on the part of readers outside the state, than 
chapter vi, which deals with the cost of collection. After pointing out 
that there are collectors receiving salaries sometimes as high as $25,000, 
the author soundly and justly condemns the practice which permits 
such indefensible rewards. This can happen only because in many parts 
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of the state collectors are paid on the fee basis. Fortunately this archaic 
method of rewarding collectors does not prevail everywhere, and evi- 
dence is presented that it is beginning to melt away before an aroused 
public opinion in some places where it has long prevailed. The great army 
of collectors wield a powerful influence in preventing effective legis- 
lation to correct the evil. Comparison of the cost of collection in Penn- 
sylvania with that in other states where done economically leads to the 
conclusion that from two to three million dollars could be saved an- 
nually if the work of collection were more centralized and if the neces- 
sary officers were rewarded on a salary basis. 

In the last chapter of the book a list of recommendations is presented 
for reform of the collection system. Among the most important of these 
recommendations are: greater centralization of control; the abolition 
of the fee system of paying; the establishment of adequate bond re- 
quirements, with the necessary bonds to be provided by reputable sure- 
ty companies; encouragement of payments by mail; the listing of all 
local taxes on the same bill; and compulsory audit of the accounts of 
collectors at least once a year. 

While this study will appeal more especially to the citizens of Penn- 
sylvania, all students of taxation will find therein a lucid and thorough- 
ly reliable account of the many phases of local tax collection in this com- 


monwealth. 
Marion K. McKay 


UNIVERSITY OF PITTSBURGH 


Philadelphia U pholstery Weaving Indusiry. By C. C. BALDERSTON, 
et al. Philadelphia: University of Pennsylvania Press, 1932. 


Pp. 231. $2.50. 

The Philadelphia upholstery weavers’ strike in January, 1931, fol- 
lowing the first wage dispute the local mills had experienced in a decade, 
marked the culmination of a long decline in the Philadelphia upholstery 
weaving industry and the beginning of an acute crisis. Upon the ter- 
mination of the strike, which lasted about three months, the Philadel- 
phia Upholstery Manufacturers’ Association and three of the five un- 
ions in the industry, including the weavers, jointly requested the In- 
dustrial Research Department of the University of Pennsylvania to 
make a thoroughgoing study of the industry. The purpose of the pro- 
posed investigation was “. . . . to provide a factual basis for the settle- 
ment of the wage dispute and for the stabilization of the industry.” 
Both sides promised to give full co-operation and to supply all neces- 
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sary information, including access to the mills’ books. The survey was 
conducted during the period June—December, 1931, by five members of 
the Industrial Research Department, and their findings and recom- 
mendations are set forth in the volume under review. 

‘The volume is divided into eight chapters, the titles of which will in- 
dicate the lines along which the investigation proceeded: (i) “The 
Wage Dispute of 1930-31 and Its Outcome”’; (ii) “History and Eco- 
nomic Characteristics of the Industry”’; (iii) “Collective Bargaining”’; 
(iv) “Earnings and Working Opportunity”; (v) “Production”; (vi) 
“Marketing”; (vii) “Financial Data”; (viii) “Findings and Recom- 
mendations.”’ Each‘chapter contains a critical analysis of the practices 
which have prevailed in the particular field covered, generously sup- 
plemented by charts and tables. An Appendix contains a draft of the 
April, 1932, agreement between the Manufacturers’ Association and 
the Upholstery Weavers and Workers Union No. 25, which was based 
on the investigation, and supplementary data on the several chapters. 

The findings of the committee making the survey indicate that the 
problem of the Philadelphia industry “. . . . is the one always faced by 
an old industrial center when confronted by new and growing competi- 
tion from lower-cost areas.” Most of the rapid expansion which took 
place in the industry after 1919 was outside Philadelphia, principally in 
New Jersey and the South. The relative advantage of these non-union- 
ized areas, chiefly an advantage in labor costs, averages about 20 per 
cent. This fact, together with changing consumer demand, has placed 
the Philadelphia mills in an increasingly precarious position. The man- 
ufacturers have suffered from price-cutting, declining profits, and the 
breaking down of standards generally; the employees from increasing 
unemployment and reduced earnings. 

The committee offers a number of recommendations to meet this 
situation. These include the introduction of the two-loom system and 
the modification of other union rules; the reduction of all executive and 
office salaries; changes in production and marketing policies; an im- 
proved system of cost-accounting; and the possibility of mergers. A 
number of specific suggestions are made in connection with each of 
these general recommendations. 

The real significance of this survey, which appears to have been 
thoroughly done and adequately presented, would seem to lie in the 
fact that it came about at the joint request of the employers and em- 
ployees after relations had been strained to the breaking-point. Quite 
conceivably, they might have been content to have patched up the sit- 
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uation, which would have helped matters only temporarily, if at all. Or 
they might have assumed a belligerent attitude, which would have 
made matters worse. Instead, both sides recognized the need of secur- 
ing all ascertainable facts with a view not only to the settlement of the 
immediate dispute, but to helping the industry find itself. The subse- 
quent agreement, which embodied the recommendations concerning 
labor policies, is an evidence of the merits of the course chosen. Many 
another industry might do well to follow the example set here. 
H. D. Wor 


University oF Norto CAROLINA 


The Retirement of National Debts. By WILLIAM WITHERS. New 
York: Columbia University Press, 1932. Pp. 344. $5.00. 
Approximately a third of this book is devoted to the factual back- 

ground of national debts. A series of table: give the amount of national 
debts, in terms of both current and pre-war prices, of leading countries, 
from 1912 to 1930. Comparative tables show debt per capita, floating 
and funded debt, the proportion of external to total debt, the propor- 
tion of debt service to total governmental expenditures, the proportion 
of government receipts derived from direct taxes, the amount of debt 
relative to national wealth, and debt service relative to national in- 
come. Chapters on debt management and methods of debt retirement 
follow this statistical section. Numerous questions of general interest 
such as the capital levy, forced loans, and sinking funds are clearly and 
concisely discussed. This descriptive and narrative section of the book 
is, on the whole, excellent. The material is timely, important, and ex- 
ceedingly interesting. 

The remaining two-thirds of the book is devoted to an analysis of the 
principles of debt retirement. In this section the author attempts to 
determine what constitutes burden of debt and of debt retirement, and 
he endeavors to correlate those aspects of the problem that relate di- 
rectly to public finance with those that fall primarily in the fields of 
money, banking, and international trade, and in the larger field of pro- 
duction and income distribution. It must be confessed that this por- 
tion of the book, which is admittedly more difficult, is much less satis- 
factorily handled than the earlier part. One reason for this is the au- 
thor’s practice of gathering the opinions of others and offering these as 
proof, frequently with no analysis of his own. It is curious to observe 
that, despite various disparaging remarks regarding the so-called ortho- 

















704 BOOK REVIEWS 


dox or deductive approach to economic problems, the writer develops 
his argument not only by his own a priori reasoning, but also by sub- 
mitting the conclusions of writers who are outstanding exponents of the 
very methods he condemns. 

Treatment of the monetary aspects of the problem is based upon a 
mechanical, and rather unreal, application of the quantity theory (e.g., 
pp. 302 and 308). The effects of debt retirement upon central-bank pol- 
icy are minimized. In considering the international aspects the author 
attaches undue importance to the gold standard in international trade. 
He makes the trade adjustments between debtor and creditor countries 
depend upon the existence of the gold standard (pp. 195 ff.). Nor is he 
quite consistent in his analysis of the process of adjustment even under 
gold-standard conditions (e.g., p. 200). He accepts the common view 
that departure from the gold standard hampers a country’s foreign 
trade. Experience since the war rather pointedly argues that this is not 
necessarily true with respect to the trade of a particular country, and 
probably not for the trade of the world as a whole. It seems probable 
that so far as resort to depreciated currency serves to hamper trade, it 
does so chiefly by leading other countries to impose barriers designed to 
offset the real or fancied effect of the abandonment of gold. One finds 
it hard to agree with the suggestion (p. 203) that the United States 
Treasury encouraged loans to Germany because it preferred to see in- 
dividuals lose through defaulted bonds rather than have the govern- 
ment embarrassed by default of reparations. 

Mr. Withers maintains that debt burden consists in large part of the 
costs of collection and administration, and he argues that the burden 
of internal debt should never be accepted as an excuse for curtailing de- 
sirable social expenditures and that taxes for debt service should be 
adapted to business conditions so far as possible. One of his most strik- 
ing conclusions proceeds from the premise that debt retirement, if wise- 
ly conducted, will stimulate capital accumulation (pp. 207, 311). The 
premise rests on the idea that debt retirement will place funds in the 
hands of the larger-income classes who spend a smaller proportion of 
their income on consumption. From this it is a short step to the con- 
clusion that failure to achieve the maximum possible stimulation of 
saving constitutes one of the chief burdens of debt retirement. Not 
only may exception be taken to the statement that saving is likely to 
be stimulated by debt retirement, but also it may be suggested that 
the author falls into questionable grooves of thought when he assumes 




















BOOK REVIEWS 7°5 


that the greatest possible accumulation of capital is at all times to be 
desired. 
C. R. WHITTLESEY 
PRINCETON UNIVERSITY 


Cartels, Concerns and Trusts. By ROBERT LIEFMANN. New York: 
E. P. Dutton & Co., Inc., 1932. Pp. xxix+379. $6.00. 


Dr. Liefmann’s well-known book on monopolistic forms of industrial 
organization makes a very welcome appearance in English. 

He holds that cartels have been a means to progress in Germany, 
some joint organization between large firms being essential to reduce 
the risks to, and waste of, capital. Their tendency to raise prices has 
been limited by the presence of outside firms (which, however, modi- 
fies the capacity of cartels to reduce capital risks). Some cartels have, 
moreover, pursued price policies which have stimulated the develop- 
ment of outside firms and caused uneconomical investment. Dr. Lief- 
mann believes that the principal consequence of cartel organization 
has been to maintain prices during times of declining trade, a conse- 
quence which is (most unfortunately) not further analyzed. Asserting 
that the profit motive has always been and still is the mainspring of 
economic life, he denies most vigorously that cartels represent a stage 
on the way to socialism, but grants the need for control of their price 
and production policies. He prefers participation in cartel deliberations 
by representatives of workers and consumers, leaving the state to pro- 
vide for arbitration between the conflicting interests, hoping, however, 
that “purely economic measures” (sic) or even public criticism may 
provide a sufficient sanction. State provision for arbitration is, how- 
ever, state arbitration at but one remove. 

Dr. Liefmann has contributed much to the method of analysis of 
industrial organization. Classification in terms of “higher’’ and “lower” 
forms of organization could, however, be replaced by more specific 
description: classification by reference to aim (particularly monopolis- 
tic motive) is uncertain, though tempting. He is not altogether con- 
sistent in his use of the term “trust” in his discussion of American 
conditions, the statement that there are three steel trusts being of very 
doubtful meaning. The inclusion of complexes of legal units co-ordi- 
nated by ownership and contract, as well as those related by interlock- 
ing directorships in the definition of a “concern,” yields a category of 
little utility: the classification of the Standard Oil group as a concern 
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is unjustified. In fact, the analysis of American conditions is ruefully 
inadequate partly, but not only, because out of date. Dr. Liefmann re- 
fers to the Standard Oil Company as still possessing a monopoly, to the 
American Tobacco Company as having been forced by the courts to 
“go through the pretence” of dividing itself into a number of compa- 
nies, and to the “so-called Steel Conference” between steel manufactur- 
ers. He believes that publicity has been a more successful means to the 
control of trusts than any legislation and that constant requests from 
the Federal Trade Commission for information have forced the large 
corporations “‘not only to compile accurate balance sheets and trading 
reports but to publish them and have them audited by impartial audi- 
tors’’ (p. 332). 

Nevertheless Dr. Leifmann’s broad generalizations concerning the 
evolution of business forms and the interaction between these forms 
and other economic forces, and his international comparisons, are 
worth the risks of detailed inaccuracy of fact they involve and advance 
the subject far more effectively than analyses of the processes of judi- 
cial minds. 

Professor MacGregor’s Introduction is extremely stimulating al- 


though not uniformly lucid. 
ARTHUR ROBERT BuRNS 
CoLumpiA UNIVERSITY 


Bevilkerungsentwicklung und Wirtschaftsgestaltung. Zur Frage der 
Abnahme des Volkswachstums. By Paut MomBeErt. Leipzig: 
Hans Buske, 1932. Pp. vii+77. RM. 4.30. 

Various statisticians here and abroad have demonstrated that the 
United States and Western Europe, unlike Russia and the Orient, are 
headed toward a stationary, if not a declining, population within the 
next few decades. With few exceptions (see J. J. Spengler, The Social 
and the Economic Consequences of Cessation of Population Growth, 
Comitato Italiano per lo Studio dei Problemi della Popolazione, 1932), 
American specialists in the study of population have contented them- 
selves with mere demographic analysis of trends in population 
movement as influenced by changing birth- and death-rates and age 
composition. They have refrained, for reasons best known to them- 
selves, from any serious attempt at theoretical analysis of the probable 
effect of these trends on the future structure and processes of industry, 
agriculture, and marketing. Not so in Europe, especially in Germany, 
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where a considerable literature has already developed on the economic 
implications of a declining rate of population increase and the ap- 
proach toward a stationary population. Shortly after the war the 
Statistische Reichsamt, and in England in 1926 Sir Arthur Bowley, be- 
gan consideration of the future labor supply in view of the declining 
rate of natural increase. Only within the past two or three years, how- 
ever, have the wider economic implications of the unprecedented post- 
war decline in population increase begun to receive the attention they 
deserve. 

The neglect, which the present writer pointed out four years ago,* of 
American students to deal with the dynamic interrelation between 
population movement and economic processes has been due to a variety 
of influences. Demographic experts have been preoccupied with analy- 
sis of the population movement per se and with its mathematical 
extrapolation into the future. Old attitudes and habits of thought are 
persistent, and it takes time for a realization of the economic signifi- 
cance of so new and undreamed-of a tendency as that toward cessation 
of population growth in America to sink in. With few exceptions (cf. 
S. S. Kuznets, Secular Movements in Production and Prices, 1930), 
American economists have been preoccupied with problems of depres- 
sion, to the neglect of less immediate but possibly serious problems of 
secular trends. Except for striking changes in rural-urban distribution 
of population, resultant upon technological changes in agriculture and 
shattered structure of markets, the economic significance of population 
movements has not manifested itself conspicuously on the surface of 
affairs in this country. Problems of future foreign markets, of capital 
supply, of labor supply in connection with technological change, of 
shifting demand for specific commodities, and the like, have not had 
the immediate interest and the challenge that they have had, and will 
continue to have, in the industrial states of Europe. It is natural, 
therefore, that the main literature of this difficult and problematical 
dynamics should be as yet confined largely to Germany. 

Mombert essays to present a general outline of the subject, which, 
he wisely points out, is one in which, generally speaking, only trends 
and not mechanical cause-and-effect relations can be described, and 
in which only contingent conclusions can be arrived at. The trends of 
industrial configuration are the result of many variables, among which 
the population movement is only one. Formerly the relation between 

*Cf. “The Population Problem since the World War,” Journal of Political 
Economy (February, 1929), pp. 116, 117. 
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industry and population was more direct. Industrial progress permit- 
ted population increase and indeed could not have taken place in a 
large way without it. This direct interrelation no longer holds, since 
industrial progress is a matter of technology, if not of a sheer “‘instinct 
of workmanship,” which needs no pressure of population as stimulus. 
On the other hand, the Malthusian idea that population tends to in- 
crease pari passu with production no longer holds. Population move- 
ment now depends largely on reason and will. Industrial production 
has increased far more rapidly than population. 

These preliminary considerations are noted as background to the 
more specific problem of the relation of declining rate of increase or of 
stationary population to the economic structure (Gestaltung). The 
most important bearing of population growth on industry is that it 
furnishes a mass market for products, but, since increased purchasing 
power and heightened standard of living can provide adequate market, 
even this relation may be regarded as of secondary import. The mar- 
ket may remain adequate, or even expand, with declining population. 
Those who understand the fundamental theory of optimum population 
will accept this view. We need not fear that economic progress will 
cease when population becomes stationary. 

Among the most interesting and important of the specific effects of 
stationary population are those on capital accumulation and wages. 
In a rapidly increasing population, capital accumulation is relatively 
slow because so much income has to be devoted to the support of the 
added people. Slowing down of increase thus frees income for saving, 
and that under conditions where the need for new capital equipment is 
reduced by reason of the fewer people for whom new equipment has to 
be supplied. Other things equal—among which is the important ques- 
tion of opportuni‘y for capital export—the interest rate will fall. As to 
the labor supply, it might under certain circumstances become defi- 
cient; and interesting problems as to the relative effects on agricultural 
and industrial labor, respectively, are brought up. Mombert is by no 
means oblivious of the disturbing factor of mechanization and ration- 
alization. of industry. He does not, however, give adequate attention 
to it, even for such a general survey as he makes. He thinks its effects 
unpredictable, although he admits that it may turn what would other- 
wise be a deficiency of labor into a surplus. An American economist, 
convinced of a probable enormous technological unemployment after 
the present depression, would probably speak with somewhat more de- 
cision on this point. 
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The discussion of the effects on the demand for specific commodities 
is very sketchy and contributes little. Better is the treatment of the 
effect on domestic and world-markets, outlets for capital export, con- 
tingencies involved in the possible industrialization of the Orient, and 
other complex problems which naturally cannot be treated, further 
than to state them, in so brief a monograph. 

It is obvious that the dynamic influences of declining rate of in- 
crease, or of a stationary, or declining, population, on economic struc- 
ture and process are complexly involved with other highly significant 
dynamic changes, and that analysis, while it must attempt to trace out 
complexes of cause and effect, can, amid so many unknown variables, 
only arrive at tentative conclusions, much guarded by provisos. There 
is much repetition in the present work, and the reader lays it down 
with the feeling that the author has been feeling his way. But Mom- 
bert deserves thanks for providing one of the few pioneer attempts at a 
survey of this difficult terrain. While his treatment is less satisfactory 
in some respects than, for instance, Jasny’s Bevilkerungsgang und 
Landwirtschaft, it is a better introduction in that it ranges over a wider 
area, gives more perspective, and touches on a greater range of funda- 
mental problems. It should suggest to Americans that there is not 
only a new economics but a new type of population theory in the 
making. Such publications, if read widely enough in this country, may 
help to restore the subject of population to economics. 

A. B. WoLFE 


Onto STATE UNIVERSITY 


Current Tax Problems in New York State. By THE NATIONAL IN- 
DUSTRIAL CONFERENCE BoarpD, Inc. New York, 1931. Pp. x+ 
146. $2.50. 

The Federal Fiscal Emergency. By THE NATIONAL INDUSTRIAL 
CONFERENCE Boarp, INc. New York, 1932. Pp. xi+84. $1.50. 


These two small volumes adhere closely to the general lines of pro- 
cedure adopted by the N.I.C.B. in its previous studies of taxation 
problems. No original research activities have been undertaken; data 
obtained from official sources and earlier investigations have been re- 
lied upon exclusively. Presentation and impartial interpretation of 
factual materials are stressed, and definite positions with respect to 
questions of policy are either avoided or advanced guardedly and with- 
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out enthusiasm. The treatment of topics in connection with which 
some differences of opinion exist is suggestive of a debater’s handbook. 

The first volume is concerned with two questions: first, Is New York 
real estate shouldered with an excessive portion of the state’s aggre- 
gate tax burden? second, What are the opportunities for development 
of replacement taxes? It is concluded that “....when the burden 
imposed on the real estate base is compared with the burden on all 
tax bases, including both state and federal taxes, real estate appears to 
bear about the same proportion to the total tax burden that it bears to 
the gross wealth of the state” (p. 146). The authors evidently fail to 
appreciate that this fact is of no real significance as an isolated datum; 
at least such important prior questions as the capitalization and inci- 
dence and the réle of the property tax in the revenue system (whether 
as a benefit or an ability levy) are wholly neglected. The answer given 
to the second point at issue is that there is prospect of only inconse- 
quential relief to real estate from the introduction of such minor re- 
placement levies as are now available, and that the only promising al- 
ternative is “. . . . to reduce the expenditures of the local governments 
through a more efficient organization of their financial administration”’ 
(p. 46). Probably the strongest feature of the study is the devastating 
analysis of the general sales tax—a levy, incidentally, which New York 
has since adopted. An unfortunate “break” for this volume was its 
appearance but shortly before the issuance of the more voluminous and 
more scholarly report of the Mastick Committee, in comparison with 
which it necessarily suffers. 

The first half of the second volume is devoted to a laborious scrutiny 
of federal financial reports from 1929 to 1931, terminating in the con- 
clusion that federal deficits have been primarily attributable to shrink- 
age of revenues—a finding which scarcely justifies a particularly loud 
“Eureka!” In the remaining pages the authors insist upon the impera- 
tive need of a balanced budget; despair of accomplishing this end by 
reduction of expenditures; warn against the perils of additional large 
bond issues; express general approval of the revenue proposals made by 
former Secretary Mills in January and February, 1932; and aver that 
the broadening of the tax base is a patriotic duty. All in all, it is a 
rather trite, colorless, and unimpressive résumé. 

Such economic analysis as is undertaken in these volumes is handled 
in competent fashion, in line with orthodox interpretations. Despite 
the fact, therefore, that they have but little to offer the serious student 
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of taxation problems, they are probably on a thought plane sufficiently 
high to discourage “popular” interest. 
RIcHARD W. NELSON 
University oF Iowa 


Economic Scares. By Epw1n CANNAN. London: P. S. King & Son, 

Ltd., 1933. Pp. viit+135. 4s. 6d. 

There are many dangers in the world which need to be guarded 
against. Not the least of these are popular beliefs that something is 
wrong where in reality nothing is wrong, popular misapprehensions 
concerning the causes of what is wrong, and proposals to apply alleged 
cures which will in reality make matters worse. It is these three dan- 
gers, possibly the greatest which confront the world of today, which 
Professor Cannan has undertaken to attack. The four sections and two 
appendices of this little book, while quite justifiably published under 
one cover, are of sufficiently diverse subject matter that they cannot be 
discussed as a unit. 

Section I, entitled “An Adverse Balance of Trade,” is a reprint of a 
lecture given at Oxford, November 13, 1931. The lecture was given asa 
response to the rising tide of restrictions upon international trade which 
are choking to death the economic co-operation of the world. It, and in 
a lesser degree the two other sections, is to be recommended as a model 
to those who still feel it is not futile to attempt, through economic text- 
books and other means, to persuade the public and the politicians to 
follow rational economic policies. Others will note Professor Cannan’s 
admission that he is but repeating the things which economists have 
been saying since David Hume, and will despair of continuing to re- 
print the old truths. 

Section II, entitled “Not Enough Work for All,” is reprinted from 
the Economic Journal for September, 1932. Here Professor Cannan 
notes that it is “a melancholy fact that the forty-one completed vol- 
umes of the Royal Economic Society’s Journal have not succeeded in 
producing any considerable improvement in the mind of the public in 
connection with this matter.’ Professor Cannan proves himself, in- 
deed, an optimist when he proceeds to add a few more pages to the Eco- 
nomic Journal in the apparent hope that his words may have some de- 
terrent effect upon the drug fiend who is reaching more and more fre- 
quently for the needle of government dictatinn. 

Section III, entitled “‘Too Little Saving,” is the largest section of the 
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book and appears here for the first time. This is Professor Cannan’s re- 
action to an interesting phase of public psychology in England. Up to 
1931 there was popular assent to the doctrine that government should 
promote construction in depression and restrict it in boom. But sud- 
denly in 1931 the public and the politicians made an about face, de- 
clared that the nation was living off its savings, and that salvation 
could be achieved only by rigid economy, and especially restriction of 
construction. Though not all theorists will agree with Professor Can- 
nan’s concepts of capital and saving, few will disagree with his conclu- 
sions concerning this particular element of current public faith. If the 
public and the politicians give heed to the two preceding sections, let us 
hope that they will give heed to this one also. 

Section IV, on overpopulation, is reprinted from the Economic Jour- 
nal of December, 1931, and the two appendixes are reprints of popula- 
tion forecasts made by Professor Cannan in 1895 and 1go1 respectively. 
It is quite appropriate that Professor Cannan has here been able to 
comment upon the relation of actuality to the admirable forecasts which 
he set forth so many years ago. But, as a pertinent contemporary eco- 
nomic scare, overpopulation is not in a class with the three preceding. 

HoMER JONES 
UNIVERSITY OF CHICAGO 


Laissez Faire and After. By O. FRED BouckKE. New York: Thomas 

Y. Crowell Co., 1932. Pp. ix+342. $3.00. 

The Breakdown of Individualism might very well have been the title 
of this attempt to outline the failure of unchecked individualism, and 
to set down standards for future economic action and thought. Almost 
half of the book is devoted to critical and historical arguments why 
laissez faire may no longer be accepted as good economic doctrine, and 
it is perhaps significant of Professor Boucke’s purpose that Socialism is 
dismissed as equally undesirable, after but scant treatment. The rest 
of the volume is divided between suggested liberal economic policies for 
action and a plea for changes in economic thought to meet new condi- 
tions. 

For all that the policy of laissez faire has long since been reduced by 
economists to the principle that governments should not interfere with 
economic processes unless there are conclusive reasons for so doing, 
the volume serves a useful purpose in bringing together the valid 
reasons for discarding individualism as expressed by laissez faire. But 
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in searching for the “middle ground” for economic action little of value 
is added to the discussion. Regulation of foreign trade, tax revision, 
social insurance, regulation of investments, and a better economic 
organization of agriculture are briefly outlined, but only as suggested 
examples of a liberal policy. 

The argument for a revision in economic thought centers about two 
concepts, first, that human nature is a social product, and therefore 
liable to change, and, second, that there are few immutable economic 
laws. If one accepts Professor Boucke’s statement, “Changing condi- 
tions are the real basis for an economist’s readjustment,” it is too much 
to expect from such a volume any specific statement of economic prin- 
ciples which can apply other than to the past. 

As a summary of our drift from individualism, the volume has its 
place in the literature of economics. That it contributes nothing new is 
overbalanced by the fact that it brings together under one cover a sum- 
mary of the reasons for that drift, and outlines the direction which the 
thought of “‘middle of the road economists” is taking. A difficult style, 
in part due to the use of a spoken rather than a written phraseology, 
makes the book hard to follow at times. And the use of too many tech- 
nical words, and illustrations understood only by the economist, de- 
creases the usefulness of a volume that in subject and outline would 


have been of real interest to the layman. 
James G. Hopcson 
Curcaco, ILLINOIS 


Die Agrarkrise in den Vereinigten Staaten. By JULIAN GUMPERZ. 
Veroeffentlichungen der Frankfurter Gesellschaft fiir Kon- 
junkturforschung. Neue Folge, Heft 2. Leipzig: Hans Buske, 
1931. Pp. xii+182. RM. 11. 

Gumperz’ treatment of the crisis in American agriculture is a Marx- 
ian explanation of crises. The book was written with this preconcep- 
tion. This should be kept in mind by the reader. 

The first portion deals with a thorough criticism of the various 
theories of the agricultural crisis. Following this, the author launches 
into his thesis: “The crisis of American agriculture is a crisis of the 
small farm which is only slightly developed in the capitalistic sense 
over against the large scale, mechanized farm equipped with modern 
means of production.” 

Gumperz has been particularly impressed by the mechanization of 
American agriculture. The small family farm, he avers, was the type 














714 BOOK REVIEWS 


formerly prevailing in the United States. Because of the striking evo- 
lution in agricultural technique, the family farm will be destroyed and 
with its destruction will come the establishment in agriculture also of 
the domination of industrial capitalism. 

Unfortunately the author completed his treatise before the trend, 
which he so lauds, had reached its change in direction. Most of the 
“giant farms” were the first to fail. The family farms and particularly 
the smaller ones it now appears, are showing themselves as best fitted 
to withstand the unfavorable situation. The family farm can adopt 
and, in fact, has adopted many of the advantageous features of large- 
scale operation. And here attention should be drawn to the significant 
difference between the use of large capital investment in farm operation 
and the domination of farming by a capitalistic class. These are not 
one and the same. 

Undoubtedly we can concur with the author in his severe criticism 
of the attempts thus far made to explain the agricultural crisis. But 
the Marxian treatment and the Marxian postulates do not necessarily 
furnish the correct explanation or the remedy. 

With certain reservations, Gumperz’ portrayal of the symptoms and 
causes of the agricultural crisis can be read with profit. The work is 
based upon a very broad knowledge of the literature in the field and is 


stimulating and thought provoking. 
WALTER J. Rot 


UnITED STATES DEPARTMENT OF AGRICULTURE 
Leo DRESCHER 
UNIVERSITY OF JENA, GERMANY 


Investment Banking in Chicago. By THE BUREAU OF BUSINESS 
RESEARCH. Bulletin No. 39. Urbana: University of Illinois, 
1931. Pp. 63. 

A Demonstration of Ratio Analysis. By THE BUREAU OF BUSINESS 
RESEARCH. Bulletin No. 40. Urbana: University of Illinois, 
1931. Pp. 52. 

Operating and Earning Power Ratios of Electric Companies. By 
THE BurEAU OF BusINEss RESEARCH. Bulletin No. 42. Ur- 
bana: University of Illinois, 1932. Pp. 54. 

The subject of the first of these bulletins is the evaluation of invest- 


ment banking in Chicago from 1902 to and including 1930. The insti- 
tutional and functional development of the Chicago investment struc- 
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ture since 1921 receives particular emphasis of a quantitative nature. 
The growth of Chicago underwritings and pzrticipations, their distribu- 
tion by lines of industry and types of securities, the spread of the mar- 
ket area, and organization of Chicago houses are factors considered in 
detail. 

The second bulletin, after a brief digest of certain pertinent provi- 
sions of the Illinois Blue Sky Law, analyzes trends of a series of ratios 
computed from comparative financial reports of a random sample of 
corporations filing under the law for the period June, 1919, to the close 
of the year i925. These corporations were asking to sell their securities 
under either Class C or Class D, the two lowest grades assigned under 
the Illinois law. 

Trends in the selected ratios are traced through from date of filing 
to the close of the year 1927. Attempts to set up typical ratios are ac- 
companied by suggestions of ratio trends which tend to forecast the 
probable failure of a given concern. The data are classified in various 
ways. 

The third bulletin is one of a series of studies analyzing the financial 
plans and operating results of various lines of business. Typical ratios 
are presented to assist those interested in the analysis and interpreta- 
tion of the comparative balance sheets and comparative statements of 
income and expense of companies in the electric light and power in- 
dustry. Data are classified by type of company (steam or hydroelec- 
tric), by size of company, and by years. The period is from 1920 to 
1926, inclusive. Such ratios (and their trends) as operating expenses to 
gross operating revenues, fixed charges to gross operating revenues, net 
income to gross operating revenues, the turnover of total assets, and 

.of net worth, net income to total assets, and to net worth are presented. 


STvuART P. MEECH 
UNIVERSITY OF CHICAGO 


The Tariff on Sugar. By Lippert S. Ets. Freeport, Illinois: 

Rawleigh Foundation, 1933. Pp. 190. 50 cents. 

About two-thirds of this monograph is devoted to a statistical and 
historical account of sugar production, consumption, imports, prices, 
and tariff policies, particularly with reference to the United States. In 
the last two chapters an attempt is made to measure the effect of the 
tariff on sugar prices and the costs and benefits of the tariff. The au- 
thor discards other alternatives in favor of the differential between the 
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New York price and the London price as the measure of the “effect” of 
the sugar duty. When allowances are made for differences in transpor- 
tation costs, this differential is found to approximate closely the full 
American duty on Cuban sugar for the years 1922—30—a conclusion in 
agreement with that to be found in the Tariff Commission’s report on 
Reciprocity and Commercial Treaties (1922) for the years in which full- 
duty sugar first ceased to come into the American market. 

Despite the shortcomings of this method, some of which Professor 
Ellis explicitly states, he proceeds to estimate the burdens and benefits 
of the tariff by simply multiplying domestic consumption and produc- 
tion figures by the rate of duty on Cuban sugar. The author does admit 
(p. 157) that, if the tariff were to be removed, some producers would 
turn to other crops of varying degrees of profitableness but he makes 
no attempt to measure how far this should modify his estimate of the 
benefits of the tariff to these producers. 

There is an Appendix by Professor Walter A. Morton of the Uni- 
versity of Wisconsin defending the price-differential method as against 
attempts, such as those of Professor Schultz, to approach the problem 
through statistical studies of demand and supply curves. 


Leroy D. STINEBOWER 
UNIVERSITY OF CHICAGO 


Land and Labour in China. By R. H. Tawney. New York: 
Harcourt, Brace & Co., 1932. Pp. 207. $2.50. 


The work under review is a reprint with certain corrections and 
additions, including a new chapter on China’s politics and education, 
of a “Memorandum on Agriculture and Industry in China’’ prepared 
by the author for the Conference of the Institute of Pacific Relations 
held at Shanghai in November, 1931. Essentially it is an analysis of 
China’s economic problems in the light of Western experience and with 
particular regard to the peculiar Chinese conditions. After a masterly 
review and summary of the latest findings of numerous statistical field 
surveys of China’s agriculture and industry by Chinese as well as 
European investigators with whom the author had close personal con- 
tact during his inspection trip in China made in 1930-31 under the 
auspices of the Institute of Pacific Relations, the author suggests possi- 
ble lines of rural improvement and industrial progress for the welfare 
of the Chinese people. The book is divided into three parts: the first 
and greater part (pp. 22-108) is devoted to agriculture, the second part 
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is concerned with industry (pp. 109-60), and the last part (pp. 161-95) 
discusses politics and education. 

The findings and the author’s observations center around such top- 
ics as rural population, land utilization, agricultural production, tenan- 
cy, size of farm business, methods of cr tivation, marketing, rural cred- 
it, poverty, war, famine, old industriai order, and the growth of new 
capitalist industry. The discussion of these topics is buttressed with 
exact references to original data, much of which are unpublished, col- 
lected by a host of institutions and individuals." 

After giving a clear picture of the rural and industrial framework of 
China, the author turns to plans of improvement, and discusses in 
turn agrarian policy, better means of transportation, science and edu- 
cation, rural co-operation, the reform of land tenure, measures of pre- 
venting drought and flood, population control, migration, and right 
social policy for encouraging industrial development. 

The last chapter, on “Politics and Education,” was written in con- 
nection with another mission of the author, namely, as a member of the 
League of Nations’ Special Educational Commission to China in 1931, 
on the invitation of the Chinese government to advise on educational 
reorganization. It shows, as do the other chapters, a firm grasp of facts 
and clear and penetrating analysis.” 

Although the author modestly says that “‘it is impossible for visitors 
to China, unacquainted with her language and unversed in her history, 
to make any original contribution to the study oi her economic organ- 
ization and social problems,”’ yet the reviewer feels that, in marshaling 
the correct facts, appraising them in their true perspective, and inter- 
preting them with a scholarly attitude, the author has made a real 
contribution to the progress of China herself and to better inierna- 
tional understanding. The book should be read by all who want to 
understand China, above all by us Chinese ourselves. 


A. Kamounc Cuiv 
HARVARD UNIVERSITY 


* Including some data on Chinese farms of the Agricultural Economics Depart- 
ment of the Peiping Institute of Social Research collected under direction of the 
reviewer during 1930-31. 

? The value of this chapter may be seen from the fact that it has been translated 
into Chinese by Professor T. F. Tsiang of Tsing Hua University and published in the 
Independent Review, a weekly edited by Dr. Hu Shih and other intellectual leaders in 
Peiping. 
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Recent Technological Developments and the Municipally Owned 
Power Plant. By PAUL JEROME RAVER. Research Monograph 
No. 6. Chicago: Institute for Research in Land Economics and 
Public Utilities, 1932. Pp. vit+87. $1.50. 

Professor Raver has presented us with a useful factual study of muni- 
cipal ownership of electric light and power plants. The technological 
changes which gave rise to this study were principally the development 
of transmission lines and of changes in power generation favoring the 
large plant. Both public generation and public transmission of power 
began in small-scale enterprises, ‘whereas large-scale interconnected 
systems and massed power production have increasingly typified the 
private form of organization” (p. 7). As a consequence, many small 
municipal plants have sold out to private companies and small-scale 
public ownership, where it has survived, has been increasingly focused 
on the business of power distribution. 

The technological history of the industry since 1900 is surveyed, and 
ample statistical data presented concerning the power generated and 
purchased by municipal companies over the last three decades. Al- 
though the regional development of municipal ownership in this in- 
dustry is studied, very little is said concerning the reasons for the 
municipal ownership in the various regions. Of the public plants which 
have continued to generate power an increasing preponderance of the 
large-scale unit is noted. As a matter of fact, the conclusion to be 
drawn from the technological changes in the industry is that, if munici- 
pal generation on any extensive scale is to survive, it will be mainly in 
those areas in which large units can be maintained. This suggests that 
expansion of this type of operation depends largely upon governmental 
changes in the direction of co-operation between municipalities, al- 
though Professor Raver’s study does not extend to this aspect of the 
question. The monograph is a careful study of a limited field and a 
wealth of statistical material is put in convenient and accessible form. 


EpwWaArp S. MASON 
HARVARD UNIVERSITY 
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